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SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 6240/September 10, 1980 


INTERPRETATIVE RELEASE RELATING TO 
DELAYED OFFERINGS BY FOREIGN GOVERN- 
MENTS OR POLITICAL SUBDIVISIONS THEREOF 


ACTION: Publication of Staff Interpretation. 


SUMMARY: The Commission announces today that 
the Division of Corporation Finance (the “Division”) 
has released an interpretative letter setting forth the 
Division’s views regarding the use of registration 
statements for delayed offerings by foreign 
governments or political subdivisions thereof. 


FOR FURTHER INFORMATION CONTACT: Carl T. 
Bodolus or Ronald Adee, (202/272-3246, 272- 
3250), Division of Corporation Finance, Securities 
and Exchange Commission, Washington, D.C. 
20549. 


SUPPLEMENTARY INFORMATION: Securities 
issued or guaranteed by a foreign government or 
political subdivision thereof are registered under the 
Securities Act of 1933 (the “1933 Act”) [15 U.S.C. 
77a et seq., aS amended] by filing a registration 
statement containing the information specified in 
Schedule B of the 1933 Act as well as additional 
statistical information regarding the issuer, its 
country, economy, and government.! These 
registration statements, which are analogous in 
scope to a Form S-1 [17 CFR 239.11], are 
comprehensive and lengthy documents. The 
Division believes that the delayed offering procedure 
set forth in the interpretative letter below is a feasible 
method of permitting seasoned registrants on 
Schedule B to utilize an approach similartothe Form 
S-16 [17 CFR 239.27]. 


The Division feels that this approach has several 
benefits. It reduces the time and expense for the 
registrant in preparing filings necessary to register 
an offering. It streamlines the registration process 
and will permit the Division’s staff to examine 
carefully the registrant’s disclosure annually rather 
than several times a year in a cursory fashion, 
thereby also reducing the time burden on the staff. 
This approach may also benefit investors since 
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registrants will be able to register easily offerings 
made in the international bond market from which 
United States investors are typically excluded.? 


In view of the advantages of this procedure, the 
Division announces that it would issue an 
interpretative letter, similar to the one below, to all 
registrants similarly situated. This interpretation is 
in the nature of an experiment, and its use will be 
monitored. If appropriate, the Division may, in the 
future, recommend to the Commission that rules 
codifying this interpretation be proposed and 
adopted. 


Although this release is an announcement of 
existing Division policy, interested persons are 
invited to send comments or suggestions to the staff 
members mentioned in the forepart of the release. 


Re: Country of X (“X”) 
Dear 


This is in response to your letter of ____~-——_in 
which you requested the staff's interpretative advice 
concerning the public offering and sale in the United 
States of the debt securities of “X” registered under 
the Securities Act of 1933 (the “1933 Act”) pursuant 
to a shelf registration statement. 


We understand the facts to be as follows: “X” filed its 
first registration statement under the 1933 Act on 
and has to date offered publicly in 
the United States an aggregate of $ prin- 
cipal amount of its debt securities pursuant to ___ 
registration statements. The registration statements 
and the related prospectuses used in connection 
with these offerings have contained the information 
specifically required by Sections 7 and 10 and 
Schedule B of the 1933 Act as well as additional 
statistical and other information with regard to “X”. 





In light of the increasingly volatile markets for debt 
securities, “X” proposes the following procedure to 





‘Transnational organizations, sovereign nations, 
provinces, municipalities, development banks, 
school districts are among the various types of 
entities that have filed Schedule B registration 
statements. Therefore, the exact nature of this 
additional information varies according to the type of 
entity that is the registrant. 


Cf. Release No. 33-4708 (July 9, 1964). 
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register the offerings and sales of its securities inthe 
United States. Initially, a registration statement 
would be filed under the 1933 Act to register a 

/maximum amount of debt securities (of 
undetermined maturities, redemption provisions, 
interest rates and other terms) to be offered from 
time to time on a “firm commitment” basis through 
groups of underwriters to be named in subsequent 
amendments to the registration statement during a 
period of 12 months from the effective date of the 
registration statement. The basic prospectus 
included in the registration statement (the “Basic 
Prospectus”) would contain substantially the same 
general political, economic and _ statistical 
information with regard to “X” that appears in its 
present prospectus. The Basic Prospectus would 
include detail as to “X’s” funded and floating debt 
and the budget information required by paragraphs 
(3) and (5) of Schedule B of the 1933 Act, as well as 
certain other general information required by 
Schedule B. The Basic Prospectus would also 
include a general statement concerning the use of 
the net proceeds of any offering covered by the 
registration statement, including the general 
statutory purposes for which “X” may issue debt. Any 
necessary changes in response to comments of the 
Commission’s staff would be reflected in a pre- 
effective amendment which would then be declared 
effective. 


In the case of “X”, the statistical information in its 
prospectus can generally be updated at least once a 
year, although current information with respect to 
various statistics is available at different times 
during the year. Accordingly, the registration 
statement, including the Basic Prospectus, would be 
updated by post-effective amendments to the extent 
necessary to cause the Basic Prospectus to comply 
with Section 10(a)(3) of the 1933 Act. 


Although a registration statement would be effective 
under the 1933 Act, “X” would undertake not to sell 
any portion of the registered securities until a post- 
effective amendment describing the particular 
offering had been filed and declared effective under 
the 1933 Act. These post-effective amendments 
would include a supplement (the “Prospectus 
Supplement”) to the Basic Prospectus, which would 
be essentially in the form of a Form S-16 prospectus 
and would include the following information: the 
distribution spread, use of proceeds, plan of 
distribution, description of the security offered, 
summary information, and recent material 
developments. For a specific issue, “X” would file a 
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Preliminary Prospectus Supplement that would be 
analogous to a preliminary prospectus since it would 
contain the information listed above except for 
pricing information and the names of the 
underwriters. “X” would undertake to make no sales 
until a pricing amendment in the form of a Final 
Prospectus Supplement had been filed with the 
Commission and declared effective. The Prospectus 
Supplements and the current version of the Basic 
Prospectus would be circulated and the staff would 
receive information on the distribution pursuant to 
Guide 19 of Release No. 33-4936. 


Based upon the facts presented, and especially 
noting that (1) a new registration statement 
containing a Basic Frospectus will be filed annually, 
(2) the Preliminary Prospectus Supplements will be 
distributed before sales, (3) no sales will be made 
until the Final Prospectus Supplement has been 
declared effective, and (4) offerings of securities 
outside the United States may be registered by this 
procedure, this Division will not recommend any 
enforcement action to the Commission if the 
securities of “X” are offered and sold pursuant tothe 
procedure described above. 


Because this position is based upon the 
representations made to the Division in your letter, it 
should be noted that any different facts or conditions 
might require a different conclusion. Further, this 
response only expresses the Division’s position on 
enforcement action and does not purport to express 
any legal conclusion on the questions presented. 


Accordingly, 17 CFR Part 231 is amended by adding 
this release thereto. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17121/September 5, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-80-23 


The American Stock Exchange, Inc. (“Amex”) 
submitted on August 28, 1980, a proposed rule 
change under Rule 19b-4 to amend Amex Rule 904 
to increase from 1,000 to 2,000 contracts the 
aggregate position that can be maintained in put and 
call classes on the same side of the market on the 
same underlying security and to amend Amex Rule 
905 to increase from 1,000 to 2,000 the number of 
contracts of a given class of options that can be 
exercised within a period of five consecutive 
business days. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
September 8, 1980. In order to assist the 
Commission to determine whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Amex-80-23. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, otherthan those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. 552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
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office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17122/September 5, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-80-24 


Tn2 American Stock Exchange, Inc. (“Amex”) 
submitted on August 29, 1980, a proposed rule 
change under Rule 19b-4 to modify its policy relating 
to Amex Rule 903(a) concerning the intervals at 
which exercise prices of options are fixed. The 
policy, as modified, would provide that for 
underlying securities trading below $100 per share 
exercise prices generally would be fixed at 5 point 
intervals, and for securities trading above $100 per 
share exercise prices generally would be fixed at 10 
point intervals. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
September 8, 1980. In order to assist the 
Commission to determine whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Amex-80-24. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
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may be withheld from the public in accordance with 
the provisions of 5 U.S.C. 552, will be available for 
‘nspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17123/September 5, 1980 


NATIONAL SECURITIES CLEARING CORPORATION 
(“NSCC”) 


(SR-NSCC-80-16) 
ORDER APPROVING PROPOSED RULE CHANGE 


On May 12, 1980, NSCC filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78s(b)(1) (the 
“Act”) and Rule 19b-4 thereunder, a proposed rule 
change establishing a “Demand As Of” service to 
assist in the resolution of uncompared trades in the 
over the counter market. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 16825, May 
22, 1980) and by publication in the Federal Register 
(45 FR 36245, May 29, 1980). No written comments 
were received by the Commission. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to registered clearing agencies, and in 
particular, the requirements of Section 17A of the 
Act. 


It is therefore ordered, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change be 
approved. 
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For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17124/September 5, 1980 


OPTIONS CLEARING CORPORATION (“OCC”) 
(SR-OCC-79-4) 


ORDER APPROVING PROPOSED RULE CHANGE 


On July 9, 1979, OCC filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78s(b)(1) (the 
“Act”) and Rule 19b-4 thereunder, a proposed rule 
change establishing procedures to follow when it 
determines that an imminent or pending tender 
offer, exchange offer, suspension of trading, or other 
event in an underlying security threatens to reduce 
the available supply of that security to a level 
insufficient to permit the performance of the 
obligations under option contracts written on that 
security. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 16014, 
August 3, 1979) and by publication in the Federal 
Register (44 FR 47424, August 13, 1979). Nowritten 
comments were received by the Commission. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to registered clearing agencies, and in 
particular, the requirements of Section 17A of the 
Act. 


It is therefore ordered, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change be 
approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17125/September 5, 1980 


Admin. Proc. File No. 3-5869 
In the Matter of 


OLDE & COMPANY, INC. (8-16752) 
RICHARD G. HAWKS 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these broker-dealer proceedings under the 
Securities Exchange Act of 1934,'! Respondents Olde 
& Company, Inc. (Olde), a registered broker-dealer, 
and Richard G. Hawks (Hawks), have submitted 
Offers of Settlement which the Commission has 
determined to accept. Without admitting or denying 
the allegations in the Order for Proceedings, Hawks 
and Olde consent to the findings and sanctions set 
forth below. 


On the basis of the Order for Proceedings and the 
Offers of Settlement, the Commission finds? that: 1) 
Olde wilfully violated Section 17(a) of the Securities 
Act of 1933 and Section 10(b) of the Securities 
Exchange Act of 1934 and Rule 10b-5 thereunder, as 
alleged in Section !1(C)(1) and (D) of the Order for 
Proceeding; and 2) Hawks wilfully violated and 
wilfully aided and abetted the violation of Section 
17(a) of the Securities Act of 1933 and Section 10(b) 
of the Securities Exchange Act of 1934 and Rule 
10b-5 thereunder, as alleged in the Order for 
Proceedings. 


In view of the above, it is in the public interest to 
impose the sanctions specified in Hawks’ Offer of 
Settlement and in Olde’s Offer of Settlement. 


Accordingly, IT IS ORDERED that: 


(1) Richard G. Hawks be, and hereby is, suspended 
from association with any broker, dealer, investment 
adviser or investment company for a period of four 
months, effective at the opening of business on the 
second Monday after the date of this Order; 





‘In the Matter of Olde & Co., Inc., 
Administrative Proceeding File No. 
instituted on January 30, 1980. 


et al., 
3-5869, 





“The findings herein are not binding upon any other 
respondent named in these proceedings. 
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(2) Richard G. Hawks be, and hereby is, suspended 
from association with any broker, dealer, investment 
adviser or investment company, in any supervisor 
capacity, for a period of six months, effective at the 
opening of business on the second Monday after the 
date of this Order; subsequent to the six month 
period, before performing any supervisory 
functions, Hawks shall demonstrate to the 
Commission’s staff that he has taken and 
successfully completed the NASD’s supervisory 
principals examination and the registered options 
principals examination of a registered options 
exchange; 


(3) Olde & Company, Inc. be, and it hereby is, 
censured; 


(4) the options business of Olde & Company, Inc., its 
home office and each of its branch offices, be 
suspended for a period of thirty (30) days for any 
accounts for which options trades have not been 
effected prior to the opening of business on the 
second Monday after the date of this Order; and 


(5) Olde & Company, Inc. comply with the following 
undertakings contained in its Offer of Settlement: 


a. that Olde will implement procedures concerning 
the opening and monitoring of customer option 
accounts to conform with the industry guidelines set 
forth by the American, Midwest, Pacific, New York, 
Philadelphia, and Chicago Board Options exchanges 
in their publications entitled “Handling Options 
Transactions For Public Customers” and 
“Guidelines For Options Communications,” both 
dated March 1980; 


b. that Olde will modify and expand its current 
employee options training program to emphasize 
the responsibility of a Registered Representative to 
make full and fair disclosure of the risks in options 
trading, and to adhere to established suitability 
rules. 


By the Commission 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17126/September 5, 1980 


Admin. Proc. File No. 3-5955 
In the Matter of 


AES TECHNOLOGY SYSTEMS, INC. 
140 Lively Boulevard 
Elk Grove Village, Illinois 60007 


ORDER INSTITUTING PROCEEDINGS PURSUANT 
TO SECTION 15(c)(4) OF THE SECURITIES 
EXCHANGE ACT OF 1934 AND FINDINGS AND 
ORDER OF THE COMMISSION 


The Commission deems it appropriate that 
proceedings be instituted with respect to AES 
Technology Systems, Inc. (AES) pursuant to Section 
15(c)(4) of the Securities Exchange Act of 1934 
(Exchange Act) to determine whether AES’s filings 
with the Commission pursuant to Section 13 of the 
Exchange Act and the Rules and Regulations 
promulgated thereunder are materially deficient in 
that they contain false statements and omit to state 
facts concerning: AES’s actual and projected sales of 
slot machines and pinball machines, as is more fully 
set forth below. 


In anticipation of the institution of these 
proceedings, AES has submitted an Offer of 
Settlement for the purpose of disposing of the issues 
raised in these proceedings. Under the terms of its 
Offer of Settlement, AES solely for the purpose of 
these proceedings, makes certain undertakings, 
and without admitting or denying any of the matters 
set forth herein, consents to the issuance of this 
Order of the Commission and the Findings herein. In 
its Offer of Settlement to dispose of these 
proceedings AES has made certain undertakings 
which are accepted by the Commission as detailed 
herein. 


Accordingly, the Commission has determined that it 
is appropriate and inthe public interest to accept the 
Offer of Settlement of AES and the undertakings 
contained in the Offer of Settlement and, 
accordingly, issues this Order. 


Facts 


AES is a Delaware corporation headquartered in Elk 
Grove Village, Illinois. AES is primarily engaged in 
the development and manufacture of check and 
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document processing equipment for banks and 
governmental agencies. AES’s securities are traded 
in the over-the-counter market and registered with 
the Commission pursuant to Section 12(g) of the 
Exchange Act. During all times relevant herein, AES 
has filed with the Commission certain reports 
including Annual Reports on Form 10-K and 
Quarterly Reports on Form 10-Q pursuant to Section 
13 of the Exchange Act and Rules 13a-1, and 13a-13 
thereunder. 


Game Plan, Inc. (Game Plan) is a wholly owned 
subsidiary of AES. Games Plan, which is located in 
Addison, Illinois, is primarily engaged in the 
manufacture and sale of pinball and slot machines. 


In September, 1978, AES’s Game Plan subsidiary 
entered into an agreement with a Danish corporation 
for the purchase of certain patents, patent 
applications, tools, dies, and inventory relating to the 
manufacture, use and sale of a coin operated slot 
machine. During the period following this 
acquisition, AES disseminated a number of public 
announcements and filed a Form 10-K Report 
detailing its marketing efforts with respect to slot 
machines. As discussed hereinafter, these 
announcements, and the 10-K Report, misstated 
certain material information and omitted to state 
material information concerning the true status of 
AES's slot and pinball machine sales. 


On March 13, 1979, AES issued a release which 
stated that AES’s Game Plan subsidiary had received 
its first orders for slot machines. The release stated 
that Game Plan had received an order for 50 
machines from the Dunes Hotel and Country Club 
(Dunes) in Las Vegas, Nevada and an order for 72 
machines from the Silver Nugget Casino (Silver 
Nugget), which is also located in Las Vegas. The 
release also stated that the Dunes had agreed in 
principle to buy a substantial number of additional 
slot machines in Las Vegas as well as for the Dunes’ 
new hotel casino in Atlantic City, New Jersey. 


The March 13th release did not disclose two material 
facts concerning the orders which were received 
from the Dunes and from the Silver Nugget. First the 
release did not disclose that on March 5, 1979, AES 
had authorized the issuance of an option for 15,000 
shares of AES stock to M & R Investment Corporation 
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(M & R), a Dunes’ subsidiary.! Second, the release 
did not disclose that the Silver Nugget order was not 
a firm order for 72 slot machines, but rather was an 
order for 3 machines with 69 machines to follow 
contingent upon the approval of the original 3 
mchines.? 


On June 21, 1979, AES disseminated a release 
which stated in part, “. .. the company has been field 
testing its new slot machines at the three locations in 
Las Vegas and has received orders from more than a 
dozen casinos in Nevada.” The release failed to state 
that certain of the orders received by AES were 
contingent or conditional orders rather than firm 
orders, and that certain of the casinos had agreed to 
test AES’s slot machine with the understanding that 
later orders might follow if the machine was 
satisfactory. 


On July 30, 1979, AES disseminated a release in 
response to a July 29, 1979 newspaper article 
concerning the company. The AES release stated 


that AES’s “First year pinball sales went from -0- to 
$5,000,000.” In fact, at the time of this release, 
AES’s records showed its pinball sales for the fiscal 
year ending June 30, 1979 to be $4,371,000. 
Subsequent to the July 30, 1979 release, AES 
reversed certain sales of pinball machines which 
had previously been recorded. This reversal lowered 
the actual sales figure for AES’s pinball machines to 
$3,763,000.* 


The second material inaccuracy in AES’s July 30, 
1979, release was the statement that “AES has 
commitments for more than 1,000 slot machines, 
virtually all of its initial production for the first several 
months.” This release omitted to state that certain of 
these commitments were contingent or conditional 
in nature, and that in fact, AES did not have firm 
commitments for 1,000 machines but rather had 
agreements whereby certain potential buyers would 
test machines with the understanding that later 
orders might follow if the tests were satisfactory. 





‘As disclosed during the investigation of this matter, 
certain facts concerning the granting of the option to 
the Dunes, are the subject of some dispute. 


According to Lee Goldboss (Goldboss), AES’s 
president, on March 5, 1979, prior to the receipt of 
the Dunes’ order, AES decided to grant a 15,000 
share stock option to the Dunes. Goldboss stated 
that this option was granted to the Dunes for several 
reasons. Primary among these reasons was the 
Dunes’ agreement to supply AES with information 
concerning the performance of the 4 slot machines 
which the Dunes had agreed to test. Goldboss has 
also stated that another significant reason for this 
option was the appreciation he felt for the Dunes’ 
enthusiasm concerning his machine. Goldboss 
testified that this option was not requested by anyone 
at the Dunes and that no one at the Dunes knew of 
AES’s intention to grant this option until April 21, 
1979, after the receipt of the Dunes’ order. At that 
time, AES informed the Dunes of its intention to 
grant the option, and was told that the option should 
be in the name of M & R. Goldboss further testified 
that the option was not actually delivered toM&R 
until between May 16 and May 20, 1979. 


The option actually delivered to M & R was priced at 
$8.12 per share and was dated March 5, 1979. This 
price was within market range for AES’s stock on 
March 5, 1979. 
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According to an M &R official, however, he met with 
Goldboss on at least two separate occasions. This 
individual stated that at one of these meetings the 
question of whether AES would grant a stock option 


was discussed. He stated that he felt that M&R 
should receive an option from AES because they 
were doing a favor to AES by testing their slot 
machines. He further stated that he implied to 
Goldboss that there was a relationship between the 
Dunes’ desire to receive some type of consideration 
from AES and the agreement to test and purchase its 
slot machines. He did state however, that the Dunes 
might have tested the AES machine without 
receiving an option. 


2Subsequent to this release, the Silver Nugget 
refused to go forward with the purchase of the 
additional 69 machines referred to in the purchase 
agreement with AES. As a result, the 69 machines 
referred to above were never delivered to the Silver 
Nugget. No disclosure was made by AES of this 
information. 


3This reversal of sales was apparently the result of 
the refusal of certain of AES’s European customers 
to take delivery of pinball machines which had been 
delayed in transit by a strike. These machines were 
subsequently accepted by the customers and 
recorded as sales during the next fiscal year. 
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On December 4, 1979, AES filed a Form 10-K Report 
which dealt in part with its sales of pinball and slot 
machines. The 10-K Report incorporated as an 
exhibit thereto AES’s July 30, 1979 release and 
reaffirmed the statements contained therein as to its 
sales of pinball and slot machines. The 10-K Report 
in discussing AES’s slot machine activities did not 
disclosure that certain of the orders which AES had 
previously announced for its slot machines were not 
in fact firm orders, but rather were agreements 
whereby certain potential buyers would test 
machines with the understanding that later orders 
might follow if the tests were satisfactory. The 10-K 
Report, in discussing the Dunes’ stock option, failed 
to adequately disclose all of the circumstances 
surrounding the grant of this option, and what, if any, 
relationship existed between the grant of this option 


and the Dunes’ agreement to purchase or test AES’s 


slot machines. In addition, while the 10-K Report 
accurately reflected AES’s 1979 pinball machine 
sales of $3,763,000 in one part of the report, it 
inaccurately reaffirmed AES’s July 30, 1979, release 
which overstated actual pinball machine sales by 
more than $1,200,000. 


Findings and Conclusions 


The Commission finds that AES’s Form 10-K Report 


for the fiscal year ending June 30, 1979, filed on 
December 4, 1979, was materially deficient in three 
major respects: 


First, the report reaffirmed and failed to correct the 
information which AES had disseminated to the 
public concerning its receipt of “orders” or 
“commitments” for slot machines in that it failed to 
disclose that such “orders” and “commitments” 
were not firm, but were conditional or contingent in 
nature. 


Second, this report failed to disclose all of the 
circumstances surrounding the grant of a stock 
option to M &R Investment Corporation, a subsidiary 
of the Dunes, and what, if any, relationship existed 
between the grant of this option and the Dunes’ 
agreement to test or purchase AES’s slot machines. 


Third, this report reaffirmed the pinball machines 
sales figures contained in the July 30,.1979, AES 
release which overstated actual sales by in excess of 
$1,200,000. 


Based upon the foregoing, the Commission finds 
that AES’s 10-K Report, noted above, failed to 
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comply with the provisions of Section 13(a) of the 
Exchange Act and Rules 12b-20 and 13a-l 
thereunder in that it failed to fully and accurately 
disclose the aforesaid material information 
concerning AES’s sales of pinball and slot machines. 


Offer of Settlement 


In connection with these proceedings, AES has 
submitted an Offer of Settlement in which it 
undertakes that it will: 


A. Expeditiously seek a qualified candidate for an 
independent outside director to join its present 
three-member board. The candidate selected shall 
not be objectionable to the Commission’s staff. 


B. Through resolution of its board of directors, will 
establish a policy wherein it will not issue stock 
options or other securities of the company to 
persons who are not officers, directors, or employees 
of AES except with prior approval of its board of 
directors and its securities counsel and on condition 
that the issuance of said options and securities is 


fully and promptly disclosed in filings with the 
Commission. 


C. Make projections of revenues and profits only if 
said projections are made pursuant tothe provisions 
of the Commission’s Guide 62 of the Guides For 
Preparation and Filing of Registration Statements, 
and have been reviewed by and are not 
objectionable to its auditors. 


D. Issue press releases and other statements to the 
news media only if said releases and statements are 
subject to prior review by its securities counsel. 


E. Promptly make such filings with the Commission 
pursuant to the reporting provisions of the Securities 
Exchange Act as may be necessary for complete and 
accurate disclosure of material facts. 


Order 


In view of the foregoing, the Commission deems it 
appropriate and in the public interest to accept the 
Offer of Settlement of AES and accordingly, IT IS 
HEREBY ORDERED that such proceedings be, and 
they hereby are instituted. 


IT IS FURTHER ORDERED THAT AES: 


1. Comply with the reporting requirements of the 
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Exchange Act. 


2. Amend its reports currently on file with the 
Commission by filing this Order on a Form 8 within 
30 days after the date of entry of this Order. 


3. Upon AES becoming aware of non-compliance 
with its undertakings set forth herein, AES shall 
immediately notify the Commission of that fact and 
unless the Commission otherwise agrees, AES shall 
disclose such non-compliance in a current report on 
Form 8-K within 10 days. 


4. Upon entry of this Order, these proceedings are 
terminated, provided however, the Commission 
specifically reserves the right to reopen these 
proceedings solely to enforce the Commission’s 
Order or if AES fails to comply with its undertakings 
set forth in this Order. If these proceedings are 
reopened, the only issues in such proceedings shall 
be AES’s failure to comply with its undertakings as 
set forth in this Order or its failure to comply with this 
Order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17127/September 8, 1980 


Admin. Proc. File No. 3-5954 
In the Matter of 


FLORIDA POWER CORPORATION 
P.O. Box 14042 
St. Petersburg, Florida 33733 


ORDER INSTITUTING PROCEEDINGS AND 
ACCEPTING OFFER OF SETTLEMENT. 


The Commission deems it appropriate that these 
proceedings be instituted pursuant to Section 
15(c)(4) of the Securities Exchange Act of 1934 
(“Exchange Act’)! based on allegations that Florida 
Power Corporation (“FPC”) failed, in material 
respects, to comply with provisions of Section 13(a) 
of the Exchange Act and Rules 12b-20, 13a-1, 13a- 


1366/SEC DOCKET 


11 and 13a-13 thereunder by omitting to state, in 
quarterly, annual and other reports filed with the 
Commission, material information related to FPC’s 
spot purchases of light fuel oil in 1973 and 1974. 


In anticipation of these proceedings FPC, without 
admitting or denying that any of its reports are 
deficient, has submitted an Offer of Settlement 
which the Commission has determined to accept. 
The Offer of Settlement waives findings by the 
Commission and provides for the entry of this Order 
requiring FPC to file the attached report on Form 8-K. 


In view of the foregoing, the Commission deems it 
appropriate to accept the Offer of Settlement of FPC. 
Accordingly, IT IS HEREBY ORDERED that these 
proceedings be and they hereby are instituted. IT IS 
FURTHER ORDERED that FPC, pursuant to its Offer 
of Settlement, forthwith file said report on Form 8-K 
as attached hereto. 


By the issuance of this Order, and subject to FPC’s 
filing said report, the Commission terminates these 
proceedings. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





Item 5. Other Materially Important Events 


Pursuant to an Order of the Securities and Exchange 
Commission accepting the Company’s Offer of 
Settlement in an administrative proceeding 





‘Section 15(c)(4) of the Exchange Act provides, in 
part, that if the Commission finds, after notice and 
opportunity for hearing, that any person subject to 
the provisions of Section 12, 13 or subsection(d) of 
Section 15 of the Exchange Act has failed to comply 
with any provision, Rule or Regulation thereunder in 
any material respect, the Commission may publish 
its findings and issue an order requiring such persan 
to comply with such provision, Rule or Regulation 
thereunder upon such terms and conditions and 
within such time as the Commission may specify in 
such order. 
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brought by the Commission to determine whether 
the Company’s prior filings had omitted to state 
material information related to its spot purchases of 
light fuel oil in 1973 and 1974, and without admitting 
or denying that any of its reports were deficient, the 
following is set forth: 


In 1973, the Company was faced with a serious need 
for light fuel oi! to use in connection with its peaking 
units which were designed to meet high customer 
demands for electricity for short periods of time. 
These peaking units require No. 2 fuel oil. Owing to 
international conditions and the inability of the 
Company’s historical contract suppliers, because of 
regulatory restrictions, to supply the Company’s 
requirements of No. 2 fuel oil, it was necessary for 
the Company to turn to the “spot” market as an 
additional means to obtain its requirements of light 
fuel oil. The Company had little prior experience in 
purchasing fuel in the “spot” market. 


Since 1971, the Company had used the services of a 
Consultant who was originally retained under a 
yearly contract, renewable in March who was 
originally retained under a yearly contract, 
renewable in March of each year, to assist the 
Company in obtaining its requirements of residual 
oil and other petroleum products. Pursuant to 
discussions had in April, 1973, among the then 
Chairman of the Board of the Company, a Vice 
President of the Company, and the Consultant, the 
Company, on September 19, 1973, supplemented 
its prior contract with the Consultant to require the 
Consultant, after fulfilling his obligation to another 
Company, to use his best efforts in assisting the 
Company in locating additional petroleum products. 
Under the terms of the contract, as supplemented, 
the Consultant was to continue to receive $1,500 per 
month. In addition, the Consultant was authorized to 
accept compensation from companies selling fuel to 
the Company without creating a conflict of interest. 
The contract, as supplemented, did not require the 
Consultant to disclosure the amount of such 
compensation to the Company. Under the contract, 
the Consultant could not commit the Company to 
any purchase of oil but was required to submit all 
offers of supply, with costs, to the Company’s Fuel 
Department for its first refusal or acceptance. The 
supplement to the contract was executed by the then 
Senior Vice President having responsibility for fuel 
purchases, but a copy was not supplied to the 
Manager of the Fuel Department. 


During the period from June, 1973, through 
September, 1974, a period of sharply escalating oil 
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prices resulting from, among other things, the oil 
embargo and energy crisis, the Consultant was 
responsible for locating approximately 93% of the 
total “spot” No. 2 fuel oil purchased by the Company 
at an approximate cost of $20 million. This 
amounted to approximately 8% of the Company's 
total fuel oil purchased during that period. The 
Company did not purchase any oil located by the 
Consultant until the Fuel Department had 
determined, by independent checking, that the 
price of the oil located appeared to be the lowest 
price available. 


In February, 1975, certain officials of the Company 
obtained information from public court records, 
including a pretrail deposition of the Consultant, 
indicating tht the Consultant had received 
substantial compensation from a supplier to the 
Company as a result of arranging sales to the 
Company, which sales constituted almost all of the 
“spot” No. 2 fuel oil purchased by the Company in 
1973 and 1974. Upon receiving the foregoing 
information, the Company, on March 26, 1975, 
terminated the Consultant's contract which had 
been renewed within the prior month. 


On April 8, 1975, Company officials traveled to 
Washington, D.C., and requested that the FEA 
determine if, in fact, the Company had been 
overcharged and to otherwise assist the Company in 
determining whether it had legal recourse against 
the Seller for recovery of possible overcharges and 
the subsequent refund of any such overcharges to its 
customers. 


On April 17, 1975, the Company’s Board of Directors 
was advised of the Consultant’s arrangements with 
the Company and, further, was informed of the 
possibility that the Company may have been 
overcharged in connection with its purchase of No. 2 
fuel oil in 1973 and 1974; that it appeared that the 
Consultant had made considerable profits as a result 
of these purchases; that because of the Consultant’s 
agreement with the Company it did not appear that 
the Company had a legal claim to recover the 
Consultant’s profits; and of the Company's report to 
and request for assistance from the FEA. 


During the period from April, 1975, through August, 
1977, Company officials were in contact with FEA 
officials in an attempt to ascertain the progress and 
findings of the FEA in connection with the 
Company’s complaint. During this period, the FEA 
did not furnish the Company with any information 
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which satisfied the Company's express purpose of 
having gone to the FEA in the first instance. With the 
exception of a preliminary inquiry which formed the 
basis for the Company's report to the FEA in 1975, 
during this time interval the Company made no 
independent investigation regarding the details 
surrounding the contractual agreement with the 
Consultant, nor any independent inquiry into 
whether the Company was, in fact, overcharged in 
connection with purchases of No. 2 fuel oil. 


Commencing in 1976, the Company undertook 
steps to reorganize and restructure its internal audit 
system and, in 1977, conducted a System Fossil Fuel 
Audit, which the Company believes resulted in 
improvement of the Company’s internal controls 
with respect to all aspects of fossil fuels, including 
purchasing procedures. The Company intends to 
continually monitor its internal procedures and 
make changes as it deems appropriate and 
consistent with changes in the fuel oil market. 


As a result of newspaper reports in August, 1977, the 
Board of Directors and management first learned 
that a former Chairman of its Board of Directors may 
have been involved with the Consultant and may 
have received approximately $193,000 from him. 
The receipt of such sums by the former Chairman of 
the Board would have violated the Company’s 
conflict of interest policy. 


On November 17, 1977, the Company filed with the 
Securities and Exchange Commission its Form 10-Q 
for the quarter ended September 30, 1977, and 
disclosed the following: 


On April 7, 1977, the Company filed a petition with 
the Florida Public Service Commission for approval 
to modify its rate schedules to reflect the expenses 
associated with the ownership of its Crystal River 


nuclear unit, which was put into commercial 
operation on March 13, 1977, and to pass through to 
its customers the lower fuel costs associated with 
the nuclear generation. The Commission, on April 
28, 1977, issued an order granting, on an interim 
basis, subject to refund, an increase in the 
Company's base rates of $60.8 million, effective May 
lst, and authorizing the modification of the fuel 
adjustment clause as requested. 


Public hearings on the Company’s petition were 
scheduled to be held on September 13, 1977; 
however, on September lst, the Commission 
rescinded the interim rate adjustment. In taking 
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such action, the Commission stated that it was doing 
sO aS a punitive measure in connection with the 
current controversy over alleged fuel oil overcharges 
to the Company, and in addition because the nuclear 
unit did not run up to initial expectations. The 
Company immediately initiated an appeal to the 
Florida Supreme Court, which granted a temporary 
“stay” of the Commission’s order. Oral arguments 
were held before the court on September 23rd, 
however, the court has not yet rendered an opinion. 
A public hearing originally scheduled to be held on 
September 13th, has been rescheduled for 
November in St. Petersburg. 


The Florida Public Service Commission’s action in 
rescinding the interim rate adjustment was in 
response to newspaper reports relative to the 
Federal Energy Administration (FEA) investigations 
into alleged overpricing of light oil purchased on the 
“spot” market by the Company during 1973-1974. 
These reports include allegations concerning a 
contract with a Consultant retained by the Company 
to locate sources of light oil during that period. 


The contract allowed the Consultant to accept 
compensation from supplying companies. However, 
the Company was under no obligation to purchase 
the oil located by the Consultant and purchases of 
light oil were made at prices which were considered 
competitive at the time of purchase. The FEA (now 
Department of Energy—DOE) investigation was 
initiated by the Company early in 1975 when officials 
of the Company represented to the FEA suspicions 
they had regarding possible pricing irregularities in 
the “spot” market for light oil. Major questions have 
been raised regarding certain activities in this 
matter of Mr. A. P. Perez, former President of the 
Company. Mr. Perez also served as Chairman of the 
Board of Directors from March 1972 through 
September 1973, and as a member of the Board of 
Directors from September 1973 until its annual 
meeting in March of 1977. 


In light of these developments, the Public Service 
Commission, the Securities and Exchange 
Commission and the Florida State’s Attorney’s office 
are investigating this matter. The Company 
anticipates that the Public Service Commission will 
hold hearings on its investigation in January, 1978. 
To protect the interests of both stockholders and 
customers the President of the Company appointed 
a special independent investigative task force, 
headed by Director Byron E. Herlong, with three 
other outside Directors. 
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On September 20, 1977, the Company filed a 
Complaint in Federal District Court, Middle District 
of Florida, Tampa Division, against Ray Granlund, A. 
P. Perez, Ronald Pruitt, Walter L. Ballard, John L. 
Burns, Charter International Oil Co., Larcon 
Petroleum, Inc., Matrix Properties, Inc., Rotary Oil 
Co., and Signal Oil and Gas Company, and others. In 
eleven separate counts the Complaint alleges fraud, 
breach of certain duties and violation of certain 
legislation and regulations in connection with fuel oil 
sales to the Company during 1973 and 1974. 
Although the total amount of damages to be 
ultimately claimed is not yet determinable, it may be 
in excess of $8 million. The relief sought includes 
actual and punitive damages, treble damages, costs, 
interest and attorney fees. The Defendants have 
been served. Discovery and other pre-trial 
procedures are expected to require several months 
before the case can be set for trial. 


Subsequent to the time period covered by this 
report, the Company has been named asa defendant 
in several suits which seek to recover any overcharges 
which may have been passed on to the customer 
through the Company's fuel adjustment clause and 
other related damages. These suits contain various 
allegations including price-fixing, fraud, breach of 
various duties, negligence, as well as others. The 
Company considers these suits to be spurious and 
strongly feels that it can successfully defend all 
these actions, although the outcome cannot be 
assured at this time. These suits will not materially 
impact the Company. 


The suit filed by the Company seeks, among other 
things, recovery of any overcharges to the Company 
on purchases of light fuel oil on the spot market 
during the period 1973 and 1974. 


A number of different causes of action were asserted 
against the various defendants, including claims of 
violations of the federal antitrust laws and federal 
petroleum pricing laws, common law fraud, 
common law conspiracy, and violation of fiduciary 
and agancy obligations owed to the Company. 


The Florida Attorney General and a State Attorney for 
Florida filed a Motion to Intervene in this litigation as 
plaintiffs on behalf of a class of customers of the 
Company. The motion sought leave to file a 
complaint naming the Company as a defendant in 
this litigation, adding additional defendants to those 
originally sued by the Company; and expanding the 
claims to encompass No. 6 oil as well as No. 2 oil. 
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The Company opposed the motion, but the Court 
granted the motion on April 5, 1978. This action 
placed the Company in the posture of both a plaintiff 
and a defendant in this proceeding. 


While this suit was pending, the Commission issued 
an Order requiring the Company to show cause why 
it should not refund $8,495,000, plus interest from 
October 1, 1978. The Order stemmed from the 
report and recommendation of a Special Counsel 
appointed by the Commission to investigate whether 
the Company's customers were entitled to any 
refunds as a result of alleged overcharges to the 
Company on its spot market fuel oil purchases 
during 1973 and 1974. The Special Counsel 
concluded that the Company was overcharged on 
some of those purchases and that the Company, and 
not the ratepayers, should bear the burden of such 
overcharges on the ground that the Company 
allowed the overcharges to occur. The Special 
Counsel also reported that the sellers of the oil 
allegedly paid the Consultant $2,339,030 in 
commissions on the oil sales in question. 


Although the Company denied that it should be 
required to make a refund to its customers in the 
amount of $8,495,000, it stated its willingness to 
reach a settlement of the controversy by means of 
which arefund could be made to its customers. Such 
a settlement would permit the Company to move 
forward in its suit against those persons whom the 
Company believes were responsible for the alleged 
overcharges. 


Following extensive negotiations between the 
Company, the Commission, the Attoney General and 
the Public Counsel of the State of Florida, it was 
agreed that the Company would establish a 
settlement fund of $6.5 million on behalf of its 
customers. The Commission voted to accept the 
Company's offer to refund $6.5 million and 
terminate any further action by the Commission 
against the Company related to these purchases. 
The Commission order was conditioned on the final 
approval of the settlement by the U.S. District Court 
for the Middle District of Florida, where the class 
action suit against the Company filed by the Florida 
Attorney General is now pending. The Federal 
District Court ruled on June 7, 1979, that it would not 
accept the $6.5 million settlement proposal. The 
Court’s denial was based on procedural objections to 
the terms of the settlement agreement and not on 
the adequacy of the amount of the settlement. 
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On September 17, 1979, the Company, certain other 
defendants in the suit to recover the alleged oil 
overcharges, and the Florida Attorney General filed a 
new proposed settlement agreement with the Court. 
This second proposal provides that a settlement 
fund of $5.0 million will be established, with the 
Company contributing $1.5 million, plus costs of 
administration, and the other defendants 
contributing a total of $3.5 million. The proposed 
settlement agreement was also filed with the 
Commission in response to its order of August 14, 
1979, which required its Special Counsel to revise 
the initial settlement offer to make it acceptable to 
the Court. The Commission held hearings on the 
proposal and approved the agreement on March 31, 
1980. The Court conditionally approved the 
agreement on April 25, 1980. This settlement differs 
from the one previously accepted by the 
Commission, but rejected by the Court, in that the 
Company has no recourse against other parties for 
its $1.5 million contribution. Under the prior 
settlement offer the Company would refund $6.5 
million, but it would be permitted to continue its suit 
against the other defendants to recover this amount. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17128/September 8, 1980 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY NEW YORK STOCK 
EXCHANGE, INC. 


File No. SR-NYSE-80-32 


The New York Stock Exchange, Inc. (“NYSE”) 
submitted, on August 25, 1980, a proposed rule 
change under Rule 19b-4 applicable to individuals 
who become NYSE members after September 1, 
1980, and to prior members whose membership is 
interrupted for longer than three months. Authorized 
death benefits from the NYSE Gratuity Fund for such 
persons will be graduated from $20,000 to $100,000 
in five equal annual steps measured from the date of 
membership or reinstatement, respectively. Annual 
premiums paid to the Gratuity Fund will be 
increased from $15 to $75 over the same period. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 (the “Act’”). At any time within 
sixty days of the filing of such proposed rule change, 
the Commission may summarily abrogate such rule 
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change if it appears to the Commission that such 
action iS necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of the Securities 
Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
September 8, 1980. Interested persons are invited to 
submit written data, views and agruments concern- 
ing the submission within 21 days from the date 
of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NYSE-80-32. 


Copies of the submission, all subsequent 
amendemernts, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provision of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 110 L Street, N.W., Washington, 
D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








1These increases have been in effect since May 15, 
1979, for existing NYSE members. See Securities 
Exchange Act Release No. 16019 (July 12, 1979), 17 
SEC Docket 1246 (July 24, 1979), 44 FR 42360 (July 
19, 1979). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17129/September 8, 1980 


NOTICE OF FILING OF AMENDMENT TO PROPOSED 
RULE CHANGE BY THE NATIONAL ASSOCIATION 
OF SECURITIES DEALERS, INC. 


File No. SR-NASD-78-3 


The National Association of Securities Dealers, Inc. 
(“NASD”) submitted on September 4, 1980, an 
amendment to a proposed rule change under Rule 
19b-4 to amend its Rules of Fair Practice governing 
member practices in connection with fixed price 
offerings of securities (“Papilsky filing’). The 
proposed rule change was filed (1) to amend Article 
Ill Section 24 which prohibits the grant or receipt of 
selling concessions, discounts or other allowances 
to persons other than brokers or dealers engaged in 
the investment banking or securities business, and 
would permit such payments to be made only as 
consideration for services rendered in distribution; 
(2) to amend Article III Section 8 which prohibits a 
member from taking securities in trade at more than 
their fair market price; (3) to add a new Section 36 to 
Article Ill to prohibit a member from selling to or 
placing with any related person of the member 
securities that are part of a fixed price offering; (4) to 
add a newsection 1(m) to Article II to define the term 
“fixed price offering.” Notice of the proposed rule 
change was given in Securities Exchange Act 
Release No. 15020 (August 2, 1978) and in the 
Federal Register, 43 FR 35446 (August 9, 1978). 


This amendment was filed (1) to revise Article III 
Section 24 to include the provision of bona fide 
research! as a “service in distribution” and to permit 
a member to be compensated for such research by a 
purchaser of securities in a fixed price offering 
through selling concessions arising out of the 
purchase; and (2) to revise Article Ill Section 8 to add 
a definition of “fair market price” and to add certain 
guidelines for determining fair market price in 
connection with securities taken in trade. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
September 15, 1980. In order to assist the 
Commission to determine whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 45 days from the 
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date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PhIx-80-20. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17130/September 8, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE PHILADELPHIA STOCK EXCHANGE, INC. 


File No. SR-Phix-80-20 


The Philadelphia Stock Exchange, Inc. (“Phlx”) 
submitted on August 25, 1980, a proposed rule 
change under Rule 19b-4 regarding exchange 
disciplinary procedures. The rules set forth, among 
other things, procedures relating to investigations, 
the issuance of complaints, hearings and review. 


1The amendment to the proposed rule change states 
that “[t]he definition of bona fide research is 
substantially the same as the definition of the term 
research in Subsection 28(e)(3) of the Securities 
Exchange Act in 1934, as amended, and as 
interpreted by the Securities and Exchange 
Commission.” 
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The rules also define the powers of the Business 
Conduct Committee, the Hearing Committee and its 
panels and the exchange staff. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
September 8, 1980. In order to assist the 
Commission to determine whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PhIx-80-20. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W. Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17131/September 8, 1980 


In the Matter of 

MIDWEST STOCK EXCHANGE, INC. 
120 South LaSalle Street 

Chicago, Illinois 60603 


(SR-MSE-80-13) 
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ORDER APPROVING PROPOSED RULE CHANGE 


On July 21, 1980, the Midwest Stock Exchange, Inc. 
filed with the Commission, pursuant to Section 
19(b)(1) of the Securities Exchange Act of 1934, 15 
U.S.C. 78(s)(b)(1) (“Act”) and Rule 19b-4 
there under, copies of a proposed rule change which 
amends Article VIII, Rule 9 of the Exchange Rules, 
which governs off-floor transactions, to conform its 
provisions with the requirements of Commission 
Rule 19c-3 under the Securities Exchange Act. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-17013, 
July 28, 1980) and by publication in the Federal 
Register (45 FR 51325, August 1, 1980). No 
comments were received with respect to the 
proposed rule filing. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchange, and in 
particular, the requirements of Section 6(b)(5) to 
remove impediments to and perfect the mechanism 
of a free and open market. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release no. 17132/September 8, 1980 


In the Matter of 

NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 

New York, New York 10005 
(SR-NYSE-80-25) 


ORDER APPROVING PROPOSED RULE CHANGE 
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On July 14, 1980, the New York Stock Exchange, Inc. 
(“NYSE”) filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (“Act”) and Rule 19b-4 
thereunder, copies of a proposed rule change to 
provide for the operation of the Opening Automated 
Report Service (“Service”), which is designed to 
facilitate more efficient and accurate processing of 
certain orders received by the NYSE through DOT! 
prior to the opening. The five functions of the Service 
will be 


1) to store—but not deliver to the trading post— 
individual pre-opening market orders; 


2) to continuously tabulate these orders; matching 
buy and sell interest and calculating any remaining 
imbalance; 


3) to inform the specialist of the tabulated buy/sell 
interest and imbalance; 


4) [then, after the specialist executes the orders in 
the Service] to electronically receive the opening 
price ina stock via a single mark-sense card from the 
specialist; and 


5) to disburse automatically—upon receipt of the 


opening price—machine generated 
member firms for each stored order. 


reports to 


The Service is designed to achieve system 
efficiencies which would (i) materially assist 
specialists in arranging the opening transactions in 
their assigned stocks through automation of several 
clerical tasks at the trading post for the critical 
period just prior to the opening, (ii) improve 
reporting of completed trades through immediate 
dissemination of execution reports upon the 
opening of trading, and (iii) result in fewer 
questioned trades at the opening and, thus, would 
promote more efficient and accurate clearing and 
settlement of securities transactions. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-17014, 
July 29, 1980) and by publication in the Federal 
Register (45 FR 51326, August 1, 1980). No 
comments were received with respect to the 
proposed rule filing. 


The Commission finds that the proposed rule 
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change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges. The 
Service should better enable the Exchange to carry 
out the purposes of the Act, including the 
maintenance of fair and orderly markets, the 
fostering of competition and cooperation with 
persons engaged in settling and processing 
information with respect to transactions in securities 
and facilitating transactions in securities, pursuant 
to Section 6(b)(5). In addition, the Service will 
introduce new data processing and 
communications techniques which should result in 
a more efficient and effective market operation 
consistent with the objectives of Section 
11A(a)(1)(B). Finally, the Service is consistent with 
and should advance the purposes of Section 
17A(a)(1) of the Act, including the prompt and 
accurate clearance and settlement of securities 
transactions and the introduction of more efficient 
procedures for the clearance and _ settlement 
operation. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








“DOT” is the acronym for the NYSE’s Designated 
Order Turnaround System, an application of the 
Common Message Switch, which permits NYSE 
members to route market orders and day limit 
orders on an automated basis directly to the 
appropriate specialist on the NYSE trading floor. On 
March 13, 1980, the Commission approved 
implementation of the Service on a pilot basis. 
Securities Exchange Act Release No. 16649 (March 
13, 1980) 45 FR 18541. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17133/September 8, 1980 


In the Matter of 


PACIFIC STOCK EXCHANGE, INC. 
301 Pine Street 
San Francisco, CA 94104 


(SR-PSE-80-13) 
ORDER APPROVING PROPOSED RULE CHANGE 


On July 21, 1980, the Pacific Stock Exchange, 
Incorporated (“PSE”) filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (“Act”) 
and Rule 19b-4 thereunder, copies of a proposed 
rule change which would authorize the PSE Ethics 
and Business Conduct Committee to order 
investigations of possible violations that are within 
the PSE’s disciplinary jurisdiction. The PSE’s Board 
of Governors, its Executive Committee, and its Floor 
Trading Committee already have the authority to 
order such investigations. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 


(Securities Exchange Act Release No. 34-17020, 
July 29, 1980) and by publication in the Federal 
Register (45 FR 37973, August 5, 1980). No 


comments were received with 
proposed rule change. 


respect to the 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to a national securities exchange, and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17134/September 8, 1980 


In the Matter of 
WACOAL CORP. 
File No. 81-630 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has 
issued an order granting the application of Wacoal 
Corp., for an exemption from the reporting 
requirements of Section 15(d) of the Securities 
Exchange Act of 1934. It appears to the Commission 
that the requested exemption is consistent with the 
public interest and the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17135/September 8, 1980 


WARNER-LAMBERT INTERNATIONAL CAPITAL 
CORPORATION 


File No. 81-624 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has 
issued an order, exempting Warner-Lambert 
International Capital Corporation (the “Applicant”) 
from the periodic reporting requirements of Section 
13 of the Securities Exchange Act of 1934. 


The matter having been considered, it is found that 
the requested exemption is appropriate in the public 
interest and consistent with the protection of 
investors, and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17136/September 8, 1980 


Admin. Proc. File No. 3-5773 
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In the Matter of the Application of 


WILLIAM D. GEORGE, III 
2900 United States Steel Building 
Pittsburgh, Pennsylvania 


FOR REVIEW OF DISCIPLINARY ACTION TAKEN BY 
THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


OPINION OF THE COMMISSION 


REGISTERED SECURITIES ASSOCIATION—REVIEW 
OF DISCIPLINARY ACTION 


Violation of Rules of Fair Practice 


Failure to Inform Employer of Private Securities 
Transaction 


Where officer of member firm of registered 
securities association engaged in a private 
securities transaction without prior written 
notification to the member, held, association’s 
finding of violation sustained, but proceedings 
remanded for reassessment of sanctions since 
association’s other findings of violation set aside. 


APPEARANCES: 


William D. George, III, pro se. 


Andrew McR. Barnes and T. Grant Callery, for the 
National Association of Securities Dealers, Inc. 


William D. George, III, vice president of a member 
firm. of the National Association of Securities 
Dealers, Inc. (“NASD”), appeals from disciplinary 
action taken against him by the NASD. The NASD 
found that George executed an indemnity 
agreement in favor of a customer of the firm, 
knowing that he did not then have the resources to 
honor it; that he thereafter failed to honor the 
agreement; and that he did not give his firm prior 
written notice of the transaction. It censured George 
and barred him from association with any NASD 
member as a principal.' Our findings are based on 
an independent review of the record. 


During the latter part of 1976, George, while 


Volume 20, No. 18, September 23, 1980 


associated with the firm, was also chairman of the 
board and a 32% shareholder of Saranac Recreation, 
Inc., a company that was attempting to secure a 
$1,000,000 loan from the Ford Motor Credit 
Company in order to finance the development of an 
indoor tennis complex. 


In order to obtain the loan from Ford, Saranac had to 
clear certain liens from its property, and attempted 
to borrow the necessary funds from the Mellon Bank, 
N.A. However, the bank would not lend the money 
unless it received substantial collateral. Certain 
customers of another salesman at the firm, Dr. and 
Mrs. K, had already agreed to invest $250,000 ina 
proposed limited partnership of which Saranac was 
to be general partner. Mrs. K agreed to pledge 500 
shares of Bristol-Myers Corp. stock with the bank as 
partial collateral for a $50,000 loan to Saranac, 
provided that she was indemnified against any loss 
resulting from her pledge. George accordingly 
signed the necessary indemnity agreement. 


Subsequently, as the result of certain actions on the 
part of Saranac’s president, the Ks decided not to 
invest in the proposed limited partnership, and the 
loan from Ford was never obtained. In May 1977, 
Saranac filed for bankruptcy under Chapter 11 of the 
Bankruptcy Act. The Ks subsequently reacquired 
the pledged Bristol-Myers stock by redeeming it 
from the bank. 


As indicated above, the NASD found that George 
failed to observe “high standards of commercial 
honor and just and equitable principles of trade” in 
that he was aware when he signed the indemnity 
agreement that he lacked the necessary funds to 
honor it,.and, in fact, never honored the agreement 
However, on the basis of our review of the record, we 
are unable to sustain the NASD’s findings of 
violation. 


George has consistently maintained that, at the time 
he signed the agreement, the Ks were aware that he 
did not have the resources to honor his indemnity. 
And nothing in the record shows that he misled or 
deceived anyone at that time concerning his 
personal financial situation or his ability to fulfill his 
commitment. In fact, in response to a letter from the 





1The NASD also assessed costs. 
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NASD inquiring whether Mrs. K believed that George 
was Capable of honoring the agreement at the time it 
was executed, Dr. K replied, “We were aware that this 
could not be honored immediately, or he, logically, 
would not have needed our collateral. We did not 
really discuss how long is long.” 


Moreover, George’s subsequent failure to reimburse 
Mrs. K does not constitute a breach of the NASD’s 
ethical standards unless it appears that George 
acted in bad faith.2 No such showing has been made. 
According to George, he fully intends to honor his 
agreement. He states, however, that, at the present 
time, the Ks are not pressing him for payment, since 
they are willing to wait and see how much they and 
George can recover from the Saranac bankruptcy 
proceedings.? Since the record contains no evidence 
to the contrary, we are unable to conclude that 
George engaged in any unethical conduct. 


We accordingly set aside the NASD’s findings of 
violation. 


The introduction to the NASD’s interpretation with 
respect to private securities transactions states that 
the NASD’s Board of Governors has determined that 
“no person [associated with a member] may be 
involved in any way with a private securities 
transaction outside the regular course or scope of 
his association or employment without prior 
[written] notice to the member with whom he is 
associated.’”* The indemnification agreement which 
George signed recites that Mrs. K “desires 
indemnification from Mr. George to induce” her 
pledge of securities to the bank as collateral for a 
loan to Saranac. (Emphasis supplied.) And the 
salesman who serviced the Ks’ account testified that 
the agreement “had a substantial impact” on the Ks’ 
decision to make that pledge. We agree with the 
NASD that the indemnity agreement was 
“inextricably linked to the pledge of stock,” and 
therefore, that George engaged in a private 
securities transaction within the meaning of the 
NASD’s interpretation. 


It is undisputed that George did not give his firm 
prior written notice of his agreement to indemnify 
Mrs. K against any loss resulting from her pledge of 
securities. George claims that Saranac’s president 
led him to believe that the indemnification was 
corporate, not personal. But even assuming that 
George was misled, it would merely be a factor to be 
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considered in mitigation. In any event, we cannot 
credit George’s claim. The brief, one-page 
agreement which he signed clearly and 
unambiguously spells out personal liability on his 
part. Moreover, as the Board of Governors pointed 
out, George never claimed that he was misled as to 
the nature of his agreement either in his answer to 
the NASD’s complaint or at the lengthy hearings 
before the NASD’s District Committee. 


We accordingly affirm the NASD’s finding of 
violation. 


IV. 


We have set aside a major portion of the NASD’s 
findings of violation. We therefore consider that the 
Association should be given the opportunity to re- 
examine the sanctions that it imposed. Accordingly, 
we chall remand this matter to the NASD so that it 
may reassess those sanctions. 


An appropriate order will issue. 


By the Commission (Chairman WILLIAMS and 
Commissioners LOOMIS, EVANS and FRIEDMAN). 


George A. Fitzsimmons 
Secretary 








See Buchman v. S.E.C., 553 F.2d 816, 820-821 
(C.A. 2, 1977); Southern Brokerage Co., Inc., 42 
S.E.C. 449, 453 (1964); Samuel B. Franklin & Co., 38 
S.E.C. 113, 116 (1957). 


3George testified that he had substantial claims 
against Saranac that were senior to other claims, and 
counsel stated, “[W]e are looking to repay [the Ks] 
from the funds held by the company that is in 
receivership, that belong to Mr. George. .. .” 


“NASD Manual para 2177, p. 2109-3. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17136/September 8, 1980 


Admin. Proc. File No. 3-5773 
In the Matter of the Application of 


WILLIAM D. GEORGE, III 
2900 United States Steel Building 
Pittsburgh, Pennsylvania 


FOR REVIEW OF DISCIPLINARY ACTION TAKEN BY 
THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


ORDER REMANDING PROCEEDINGS TO 
REGISTERED SECURITIES ASSOCIATION 


On the basis of the Commission’s opinion issued this 
day, it is 


ORDERED that these proceedings be, and they 
hereby are, remanded to the Board of Governors of 
the National Association of Securities Dealers, Inc. 
for further action in accorcance with such opinion. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17137/September 9, 1980 


In the Matter of 

TOSHIBA CORPORATION 

File No. 81-626 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has 
issued a notice giving interested persons until 
October 3, 1980, to request a hearing on an 
application by Toshiba Corporation (“Applicant”), a 
Japanese corporation, pursuant to Section 12(h) of 
the Securities Exchange Act of 1934 for an order 
exempting the Applicant from the reporting 
requirements of Section 15(d) of that Act. The 
Applicant has only 280 shareholders resident in the 


Volume 20, No. 18, September 23, 1980 


United States. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17138/September 9, 1980 


FOCUS REPORTING SYSTEM; REQUIREMENTS FOR 
FINANCIAL REPORTING 


ACTION: Proposed amendments to Form and Rule 
17a-5. 


SUMMARY: The Commission proposes to revise and 
clarify certain financial and operational reporting 
requirements of the FOCUS reporting system and 
requests additional information to be used for 
regulatory and policy-making purposes by the 
Commission with respect to brokers and dealers. 
Certain forms now required would be eliminated. 
Paragraph (d) of Rule 17a-5 would be amended to 
require that two copies of the Annual Audited Report 
of Financial Statements be sent to the Commission’s 
principal office in Washington, D.C., instead of the 
one copy currently required. This change is 
necessitated by the requirements of the 


Commission’s micrographics program. In addition, 
the Commission requests interested persons to give 
their assessment of the present FOCUS reporting 
system and suggestions for modifying that system 
within the context of the proposed amendments. 


DATE: Comments must be received on or before 
October 15, 1980. 


ADDRESSES: All comments should be directed in 
triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Comments 
should refer to File No. S7-851 and will be available 
for public inspection at the Commission’s Public 
Reference Room, Room 6101, 1100 L Street, N.W., 
Washington, D.C. 


FOR FURTHER INFORMATION CONTACT: James G. 
Moody, Division of Market Regulation, Securities and 
Exchange Commission, Washington, D.C. 20549 
(202) 272-2370; or William J. Atkinson, Directorate 
of Economic and Policy Analysis, Securities and 
Exchange Commission, Washington, D.C. 20549 
(202) 523-5493. 


SUPPLEMENTARY INFORMATION: The Securities 
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and Exchange Commission today announced 
proposed amendments to Part I, Part Il, and Part IIA 
of Form X-17A-5 (17 CFR 249.617), a financial and 
operational combined uniform single report under 
the Securities Exchange Act of 1934. Schedules |, Il, 
and Il! of Form X-17A-5 and the Commission’s 
Quarterly Survey of Specialists would be eliminated. 
The proposed amendments would revise the Form 
so as to clarify certain financial and operational 
reporting requirements of securities brokers and 
dealers, to require more detailed reporting of some 
items, and to eliminate or consolidate other items. 
Rule 17a-5 would be amended to require the filing of 
two copies of the annual audited report at the 
headquarters office instead of the single copy now 
required. 


INTRODUCTION 


Section 17(a)(1) of the Securities Exchange Act of 
1934 provides that the Commission shall prescribe 
by rule the records to be kept and the reports to be 
made and disseminated by brokers and dealers. 
Under that section, the Commission has adopted 
Rule 17a-5 which is the basic reporting rule for 
brokers and dealers. It requires the filing of Form X- 
17A-5, the Financial and Operational Combined 
Uniform Single Report (“FOCUS Report”), which was 
the result of years of study and comment by 
representatives of the securities industry through 
advisory committees and through the normal rule 
proposal method.! The FOCUS Report was designed 
to eliminate all of the overlapping regulatory reports 
required by various self-regulatory groups and the 
Commission and to reduce reporting burdens as 
much as possible. 


Rule 17a-5 requires three kinds of reports: (1) a 
monthly form (Part | of the FOCUS Report) which 
must be filed by every broker or dealer who clears 
transactions or carries customer securities; (2) a 
bifurcated quarterly report composed of a compre- 
hensive Part |] which must be filed by every broker or 
dealer who clears transactions or carries customer 
accounts and a less detailed Part IIA which must be 
filed by brokers and dealers which do not clear 
transactions or carry customer accounts; and (3) an 
annual report that must be filed by every broker or 
dealer (with certain narrow exceptions) and audited 
by an independent public accountant. 


The FOCUS Report and the annual audited report are 
the primary means of monitoring the financial 
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condition of brokers and dealers and enforcing the 
financial responsibility rules. The completed forms 
are also used to determine which firms are engaged 
in various securities-related activities, the extent of 
those activities, and how economic events and 
government policies might affect various segments 
of the securities industry. 


In the adopting release, the Commission stated its 
intention to periodically review the FOCUS Report 
“In order to continue modifying and updating the 
financial and operational reporting systems to keep 
pace with the changing securities industry.” 
Because of the recent problems experienced in the 
securities industry and the changing nature of the 
business in the last several years, that time has 
come again. The amendments are proposed in this 
release (1) to provide more useful information that 
will assist the Commission in monitoring the 
operations and financial condition of broker-dealers 
and in evaluating the likely effect of proposed and 
existing regulations on the industry, (2) to define 
items more clearly so information will be reported in 
a consistent manner by all firms, and (3) to 
streamline the FOCUS Report and associated 
requirements so that the reporting burden is 
minimized, consistent with the attainment of other 
public policy objectives. 


In general, changes are proposed to Part | of the 
FOCUS Report which would recognize the Form so 
that it would follow a more logical progression from 
an accounting and operational viewpoint. Certain 
items such as a Schedule of Operational Exposure 
Items would be added to the Form, which would 
increase its value as a management and 
surveillance tool. The changes to Parts II and IIA of 
the FOCUS Report would require firms to disclose 
areas of potential exposure not now sought. Among 
other things, the form will request data on 
commodities and commodity futures contracts for 
delayed deliveries and standby transactions and 
affiliates and subsidiaries of the broker or dealer. 
The present Statement of Income (Loss) will be 
revised to provide more precise categories for 





1The Commission adopted the FOCUS Report as of 
January 1, 1976. See Securities Exchange Act 
Release No. 11935, December 17, 1975; 40 FR 
59706, December 30, 1975. 


2Id., at six. 
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revenue and expense items. Finally, certain 
schedules now required to be filed can be eliminated 
as unnecessary. 


In reviewing the reporting requirements and in 
proposing amendments to the FOCUS Report, 
members of the Commission’s staff have consulted 
informally with the staffs of self-regulatory 
organizations. Committees of the Securities Industry 
Association, broker-dealers, and accountants were 
also asked for and provided their views on changes 
to the reporting system. The recommended 
amendments to the FOCUS Report embody the 
contributions of all the parties. 


PROPOSED AMENDMENTS 
PART | OF FORM X-17A-5 [§249.617]° 


Part | as amended would be completely reorganized 
and contain an appended Schedule of Operational 
Exposure Items. The revised Part | would follow a 
more logical progression from an accounting and 
operational viewpoint and would therefore have 
more value as a management and surveillance tool. 
The Commission would be especially interested in 
receiving comments from the public concerning the 
appropriate parameters for determining when a 
security or commodity position should be deemed 
concentrated. 


PART II OF FORM X-17A-5 [§249.617]* 


The proposed amendments discussed below are 
described in the order in which the particular 
statement or schedule appears in Part II. 


(1) The cover page of Part II would be revised to 
indicate if subsidiaries or affiliates of a broker-dealer 
which are consolidated in accordance with 
Appendix C are guaranteed or flow-through and to 
clarify the distinction between broker-dealers that 
are required to file Part II from those that must file 
Part IIA. 


A sentence will be added to the Execution block on 
the cover page referring the signing parties to a 
sample letter of representation which will be 
included in the general instructions. This proposal 
would give the parties signing the report an 
opportunity to review the representations they are 
making. 


(2) Cash segregated in compliance with federal and 
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other regulations* [page one of Part 11]. 


This item would be expanded into separate 
categories consisting of cash segregated in 
compliance with SEC Rules 15c2-4 (Transmission or 
maintenance of payments received in connection 
with underwritings) and 15c3-3 (Customer 
protection-reserves and custody of securities) as 
well as the Commodity Exchange Act. The final 
category would be All other. This proposal would give 
a more meaningful picture of the broker-dealer’s 
regulatory cash position. 


(3) Omnibus accounts [page one of Part II] 


This item would be amended to include a category 
for commodity accounts. 


(4) Clearing organizations [page one of Part II] 


This item would also be amended to include a 
category from commodity accounts. 


(5) Receivables from customers [page one of Part I] 


The Securities accounts section of this item would 
include a category for Cash consisting of Delivery 
Versus Payment and Other. The Commodity 
accounts section of this item would include separate 
categories for regulated and other. The line items 
requesting information on assets “Includable in 
formula for Reserve Requirements” would be 
eliminated. 


(6) Receivables from non-customer [page one of 
Part II] 


This item now consists of the combined categories of 
Cash and fully secured accounts and Partly secured 
and unsecured accounts. These items would be 
broken out into four independent categories and a 
category requesting data on commodity accounts 
would be added. This would generate a more 
comprehensive picture of receivables from non- 
customers. 





3The text of the proposed amended Part | is 
appended hereto as Appendix A. 


‘The text of the proposed amended Part II is attached 
hereto as Appendix B. 


*A\| page numbers in brackets refer to the current 
FOCUS Part Il. 
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(7) Securities purchase under agreements to resell 
[page one of Part II] 


This item will have a new sub-category entitled 
Matched repurchase agreements. This will aid in 
determining the extent to which this type of business 
is currently being conducted by broker-dealers. 


(8) Securities and spot commodities owned at 
market value [pages one and two of Part II] 


This item would be amended to read “Securities and 
spot commodities owned at market value— 
including long positions in arbitrage accounts.” The 
category that is now listed as Arbitrage would be 
eliminated. A new item, Direct participation 
programs, would be added. 


(9) Securities Borrowed Under Subordination 
Agreements and Partners’ Individual and Capital 
Securities Accounts, at Market Value [page two of 
Part II] 


The instructions to this section would be amended to 
indicate clearly that, if a partner contributes capital 
through a secured demand note, the excess value of 
these securities over the face value of the secured 
note should also be added to this item. 


(10) Secured demand notes-market value of 
collateral [page two of Part II] 


A cash category would be added to this item to give a 
more complete picture. 


(11) Other Assets [page two of Part II] 


This item would be modified to require that any 
miscellaneous asset that is more than five percent of 
a broker-dealer’s excess net capital be listed. A new 


category listing taxes receivable would be added to 
this item. 


(12) Bank loans payable [page three of Part II] 


New categories would be added to this item which 
would determine if the bank loans payable are 
collateralized by customer securities or assets 
which would not normally be deducted in computing 
net capital. A second new category would require the 
firm to report the amount of its bank overdrafts. 


(13) Payable to brokers or dealers and clearing 
organizations [page three of Part II] 
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A Commodity accounts section would be added to 
the Omnibus and Clearing accounts categories 
under this item. A Securities Accounts section would 
also be added to the Clearing Organizations Section. 
Line items requesting information relating to 
Reserve Formula Computations (except for 
“securities loaned”) would be eliminated. 


(14) Payable to customers: [page three of Part II] 


The Commodities accounts category under this item 
would be sub-divided to determine if the liability is 
includable in the Commodity Exchange Act 
Segregated Funds computation. 


(15) Securities sold not yet purchased at market 
value—including arbitrage [page three of Part II] 


The heading for this item would be changed to 
“Securities and commodities sold short—including 
short positions in arbitrage accounts.” Sub- 
categories under this item would be added to 
correspond with those listed under Securities and 
spot commodities owned at market value. The 
options category under this item would be divided 
into covered and uncovered subcategories. 


(16) Accounts Payable and Accrued Liabilities and 
Expenses [page three of Part II] 


This item would be amended to combine line 23-B, 
Accounts Payable, and 23-E, Accrued expenses and 
other liabilities. This combination would eliminate 
any confusion concerning which items should be 
listed in each category. 


(17) Notes and mortgages payable [page four of Part 
I] 


The secured category would be expanded to 
determine if the notes and mortgages payable are 
secured by assets which would normally be 
deducted in computing net capital or by some other 
assets. 

(18) Total unsubordinated liabilities. 


This is a new item designed to differentiate between 
subordinated and unsubordinated liabilities. 


(19) Total Liabilities [page four of Part II] 


This item would be modified to specify total 
subordinated liabilities. 
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(20) Commodity futures contracts and spot 
commodities—proprietary capital charges [page 
five of Part II] 


Three sub-categories will be added to this item to 
determine if the proprietary capital charge applies to 
Financial futures, Precious metals, or Other. 


(21) Deductions and/or changes [page five of Part 
I 


The total non-allowable assets from Statement of 
Financial Condition category of this item would be 
expanded to request data on charges related to 
exempt securities. The additional charges for 
customers and non-customers commodity accounts 
section would specifically refer to futures, forward 
and spot commodity accounts including omnibus 
accounts. The Commodity futures contracts and 
spot commodities proprietary capital section of this 
category would specifically include commodity 
forward contracts and the other deductions and/or 
charges section would be expanded to require data 
on specific types of deductions and charges. 


(22) Haircuts on Securities: (computed where 
applicable pursuant to 15c3-1(f): [page five of Part 
i] 


The Contractual securities commitments category 
of this item would be expanded to request data on 
charges related to exempt and non-exempt 
securities. The Subordinated securities borrowings 
category would be changed to suspense accounts 
and the Options section of the Trading and 
Investment securities category would specify if the 
options are covered or uncovered. 


(23) Capital Ratios [page six of Part II] 


The instructions to these items would be amended to 
make clear that all ratios should be reported as 
whole percents. 


(24) Statement of Income (Loss) [page seven of Part 


1] 


The Statement of Income (Loss) would be replaced 
by a new, more detailed Statement of Revenue and 
Expense. The new Statement will enable the 
Commission to better identify which firms are 
involved in various securities-related activities and 
to determine the amount of revenues firms derived 
from these activities. These data will be useful tothe 
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Commission in considering the effects of economic 
events and public policies on various segments of 
the securities industry, and it will also be useful to 
the securities industry for managerial and financial 
pianning purposes. Retail mark-ups/mark-downs 
would be reported separately from other gains 
(losses) on principal transactions. Gains (losses) 
from making a market, on an exchange or over the 
counter, in various kinds of securities would be 
reported separately. Gains (losses) would be further 
classified into four categories: interest, dividends, 
other realized gains (losses), and unrealized gains 
(losses). Underwriting and other investment 
banking activities would be subclassified. Interest 
income and expense would be segmented into major 
categories in order to provide a better picture of how 
firms finance their securities-related activities and 
the amount of income they obtain by lending funds 
to customers and other firms. 


Comments are requested regarding the merits of a 
proposal! to allow smaller firms to file less detailed 
revenue and expense data on a quarterly basis. 
Under this proposal, only about three hundred of the 
largest firms would be required to file a more 
detailed Statement on a quarterly basis. These firms 
account for 95% of the securities industry’s total 
assets and 85% of its gross revenues. The remainder 
of the industry would be required to file the more 
detailed Statement on an annual basis. Firms filing 
the more detailed Statement on an annual basis 
would be required to file a condensed version of the 
Statement quarterly. Smaller firms could also 
choose, voluntarily, to file the more detailed data 
quarterly. 


(25) Monies borrowed collateralized by securities 
carried for the accounts of customers (see Note B) 
[page eight of Part II] 


This item would be modified to read Monies 
borrowed and letters of credit collateralized by 


securities carried for the accounts of customers (see 
Note B). 


(26) Market Value of short securities count 
differences over 30 calendar days old [page eight of 
Part II] 


The words “or seven days if net capital is computed 
under Rule 15c3-1(f)” would be added to this item. 





‘The text of the proposed Statement of Revenue and 
Expense is attached hereto as Appendix C. 
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(27) Market value of short securities and credits (not 
to be offset by longs or by debits) in all suspense 
accounts over 30 calendar days [page eight of Part 


1] 


The words “or seven days if net capital is computed 
under Rule 15c3-1(f)” would be added to this item. 


(28) Information for Possession or Control 
Requirements (Under Rule 15c3-3) [page nine of 
Part II] 


The sub-category concerning customers’ fully paid 
and excess margin securities not in the possession 
of the broker-dealer has been deleted, as this figure 
is seldom used and often unreliable. In addition the 
reference notes currently found in §240.15c3-3 
would be added to Part II as a handy reference. 


(29) Financial and Operational Data [page thirteen 
of Part II] 


The Financial and Operational Data report will be 
replaced by a more comprehensive two part report 
entitled Operational Exposure Items.® 


PART IIA OF FORM X-17A-5 [§249.617]’ 


Part IIA of the FOCUS Report would be amended to 
make item in Part Il and Part IIA comparable. 


SCHEDULE | 


Schedule | of Form X-17A-5 requires the reporting of 
general information designed to measure certain 
economic and financial characteristics of a 
registered broker or dealer. Schedule | is a caiendar 
year unconsolidated report which is filed by all 
registrants as a supplement to the regular fourth 
quarter Part Il or IIA of Form X-17A-5 within 
seventeen business days after the end of the quarter. 
Certain information contained in Schedule | would 
be incorporated in Parts II and IIA in a new two-part 
report entitled Operational Data and Average 
Securities and Commodities Positions.? Schedule | 
would be eliminated. 


SCHEDULE I! 


Schedule || of Form X-17A-5 requires the listing of 
annual revenue and expense items, annual net 
income, and certain balance sheet items on both a 
consolidated and unconsolidated basis. The income 
and expense figures reported on Schedule I! reflect 
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the aggregate of all income and expenses during the 
calendar year. Schedule || of Form X-17A-5 will be 
eliminated. 


SCHEDULE III 


Schedule III of Form X-17A-5 is an unconsolidated 
report required to be filed by any broker or dealer 
which files Part Il of Form X-17A-5 and has annual 
gross revenue related to their securities business of 
$10 million or more for a calendar year. Schedule III 
of Form X-17A-5 will be eliminated. 


Rule 17a-5 (§240.17a-5) 


Paragraph (d) of Rule 17a-5 would be amended to 
require that two copies of the Annual Audited Report 
of Financial Statements be sent tothe Commission’s 
principal office in Washington, D.C., instead of the 
one copy currently required. This change is 
necessitated by the requirements of the 
Commission’s micrographics program. 


IMPACT ON THE SECURITIES INDUSTRY 


About 4,800 firms file Schedule | and about 3,000 
firms file Schedule II annually. The elimination of 
these schedules would reduce the _ industry’s 
reporting burden by about 648,000 line items per 
year. Schedule III is filed annually by approximately 
125 firms. The elimination of this schedule would 
reduce the industry’s reporting burden by about 
12,500 items per year. 


In addition, the Commission proposes to eliminate 
its Quarterly Survey of Specialists which is filed by 
approximately 200 firms. Certain data now available 
only from this survey would be required under the 
proposed amendments to the FOCUS Report: (1) 
specialists’ floor brokerage received on assigned 
stocks and options; (2) specialists’ trading gains 
(losses) in assigned stocks and options; and (3) 
specialists’ long and short positions in assigned 
stocks and options. The elimination of the survey 





6The text of the proposed Operational Exposure 
Items is attached hereto as Appendix D. 


7The text of the proposed amended Part IIA is 
attached hereto as Appendix E. 


8The text of the proposed report is attached hereto as 
Appendix F. 
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would reduce the industry's reporting burden by 
about 70,000 line items per year. 


More detailed reporting requirements in Parts Il and 
IIA would largely offset the aforementioned 
reduction in the industry’s reporting burden. In 
addition, Part | would be expanded to contain a new 
section on Operational Exposure Items. The 
additional information required is, however, both 
relevant and necessary to the Commission’s 
regulatory and policy-making concerns. 


The Commission does not believe that the proposed 
amendments to the FOCUS Report would unduly 
increase the reporting burden on the securities 
industry. Nevertheless, the Commission requests 
comments (accompanied by specific factual data, if 
possible) regarding the impact of the proposed 
amendments to the FOCUS Report on the securities 
industry. 


INSTRUCTIONS 


No instructions are being published for comment at 
this time. However, the Commission expects to 
review all of the current instructions to ensure their 
accuracy. No major changes are contemplated in 
the instructions. Brokers and dealers and others who 
prepare the reports for filing are requested to advise 
the Commission of any difficulties they have 
experienced with the instructions. 


CONCLUSION 


The Commission believes that the new information 
requested of brokers and dealers will not generally 
require much additional effort from brokers and 
dealers in preparing the FOCUS Report. It is believed 
that most of the data requested is presently captured 
by brokers and dealers for internal control purposes. 
Moreover, by proposing less stringent reporting 
requirements for small firms, the Commissions has 
attempted to bring into better balance the regulatory 
burden imposed on broker-dealers of different sizes 
and, in particular, to reduce the reporting burden on 
small businesses engaged in securities activities. 
This regulatory approach has been successfully 
implemented with respect to small corporate 
issuers, and it is the Commission’s intention to 
experiment further with such innovative regulatory 
techniques. The Commission requests comment on 
this as well as on any other aspect of the reporting 
program of the Commission. 
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Accordingly, the Commission proposes to amend 
Parts 240 and 249 of Title 17 of the Code of Federal 
Regulations as follows: 


1. By amending paragraph (d)(6) of §240.17a-5 to 
read as follows: 


PART 240—GENERAL RULES AND REGULATIONS, 
SECURITIES EXCHANGE ACT OF 1934 


§240.17a-5 Reports to be made by certain brokers 
and dealers. 


(ay ** 


(6) One copy of the annual audit report shall be filed 
at the regional office of the Commission for the 
region in which the broker or dealer has its principal 
place of business and the principal office of the 
designated examining authority for said broker or 
dealer. Two copies of said report shall be filed at the 
Commission’s principal office in Washington, D.C. 
Copies thereof shall be provided to all self-regulatory 
organizations of which said broker or dealer is a 
member. 


2. By amending §249.617 as follows: 


PART 249—FORMS SECURITIES EXCHANGE ACT 
OF 1934 


§249.617 Form X-17A-5, information required of 
certain brokers and dealers pursuant to Section 17 
of the Securities Exchange Act of 1934 and 


§240.17a-5, §240.17a-10, §240.17a-11, 
§240.17a-20 of this chapter. 


and 


[The proposed amendments are attached as 
Appendices A to F.] 
STATUTORY BASIS AND 
COMPETITIVE CONSIDERATIONS 


Pursuant to the Securities Exchange Act of 1934 and 
particularly Section 15(c)(3), 17 and 23 thereof, 15 
U.S.C. §780(c)(3), 78q and 78w, the Commission 
proposes to amend 17 CFR §240.617 in Part 240 of 
Chapter II of Title 17 of the Code of Federal 
Regulations in the manner set forth above. The 
Commission believes that any burden imposed upon 
competition by the proposed amendment is 
necessary and appropriate in furtherance of the 
purposes of the Act, and particularly to implement 
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the Commission’s continuing mandate under 
Section 15(c)(3) thereof, 15 U.S.C. §780(c)(3), to 
provide minimum safeguards with respect to the 
financial responsibility of brokers and dealers. 


REQUEST FOR COMMENTS 


All interested persons are invited to submit, in 
triplicate, their written views and comments 
concerning the amendments to §240.17a-5(d)(6) 
and §249.617 proposed herein. All communications 
should be addressed to George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549, 
no later than October 15, 1980. All comments 
received will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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The proposed amendments are attached as 
Appendices: 


Appendix A—The Text of the Amended Part |. 

Appendix B—The Text of the Amended Part II. 

Appendix C—The Text of the Proposed Statement 
of Revenue and Expense. 

Appendix D—The Text of the Proposed Report En- 
titled Operational Exposure Items. 

Appendix E—The Text of the Amended Part IIA. 

Appendix F—The Text of the Proposed Report En- 
titled Operational Data and Securities and 
Commodities Positions. 
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APPENDIX A 





ame of Broker/Vealer 





ame and telephone No. of Person Completing This Report 





D No. “FOR MONTH 
(IN THOUSANDS - 000's OMITTED) 
pet File No. 

















ITEM ‘ MONTH 
y: Subordinated Loan Accounts = Cash 
ecured Demand Notes’=Fate Value 
(3. Secured Demand Notes - Collateral Value 
14. Total Equity Subordinations 
Perot Equity Subordinations 
z Unconsolidated income/expense tor the Monch: 
a. Trading and Investment Account Profit or (Loss) 
b. Other Gross Income (Loss) _ 
c. Expenses 
d. Income Taxes 
Net Profit or (Loss) fc tor the Month. 
Other Additions (kxclude Non -Contorming Capital) 
Other Deductions (exclude Non-Contorming Capital) 
Qumership equity/Capital -- cad or Honth 
Total bebt/iguity 
Charges to Capital 
Customers” and Non- n-Customers” Security Accounts 
a. Cash Margin Deticiency - bxemot Securities 
b. Cash Narein Deficiency - _ non exeMmpe Securities 
Customers” and ..on-Customers’ Commodity Accounts 
14. Money Suspense/Security Suspense/Short Security Differences 
iS. Commodity Suspense _ 


ns and Advances 
49 -Noneavisab ye Assets (Not “fictudable AbDOVE) 
V8. Haircuts on Commodities 
iW9. Octner Charges to Capital 
‘20. Tentative wet Capital Line Il less 12 thru 19 


j2. haircuts on Proprietary Security Positions 
| a. Exempt Securities - Including Contractual Commitments 














































































































-  WNon-txe ritics - Iincludin; Contractual Commitments 
22. total Haircuts on securities 

23. Wet Capital ecm 20 less 22 

5 Scheduled Capital Withdrawals Within 6 Nonths 


i 

I 

y. bet WT ao Arter withdrawals line 23 Less 24 i 
Bea 1./A.D.1. | 




















a. Aggres aes Til ebtedness under SEC Rule 15c3-1 

5. rejate Debits under SEC Rule I[5c3-3 as adjusted 
4 iP into Net Capital. Required 
26. Ratios: and excess Net Capital 

a. Agprenate Indebtedness to Net Capital 

ob. Wet Capital to Atsrepate beoit Items 

Ce. Net Capital in txcess of Greater ot 6 2/3” of AL or fiinimunm 

d. Net Capital in Excess of Greater of 4% ot ADI or Minimum 

€. Option Leductions Net Capital Ratio 


























3740 
3750 
OTC | 
| 
38: 

1g 








Rule 15c3-3 Reserve Formula 





ia 
> 
Ww 


129. Total Credits 
30. Total Debits - net 
31. Net Amount in Keserve Bank Account 





: 








Commodity Exchange Act - Segregation Requirement 
Amount Required to be Segrepated 


} ie wmount in Segregated 











= 








Exposure Information 
34. Firm Security Positions[including contractual commitments 
a. Long - Exempt 
_~ _Non-Exempt 
b. Short - Exempt 
- Non-Exempc 
35. Security Concentration Fira 
. Customer 
36. Commodity Concentration rircm 
- Customer 

















Statistical Information 








e 


Total Tickets 
Equity Markets + NASDAQ 
b. Other 
Total Fails a. to Deliver 
b. To_ KeceLlve 
Aged Fails a. lo Deliver 
Be To Keceive 
Clearing Ayency “alances 
a. Duc | {rom Cle: aring 
een 
42. U i : : 
4. Custouee Accounts (Securities) 
ae Secured Vebits 
total Uredies 
eee fen cowed 


ts under SEC Rule I5c3-1I 
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Name of Broker/Dealer 





ame‘and Telephone No. of Person Completing This Report 








ID No. FOR MONTH 
(IN THOUSANDS - 000's OMITTED) 








SEC File No. 














Operational Exposure Items 





Deductions 
No. of Debits Credits in Computing 
Items (Short Value) (Long Value) Net Capital 





Money suspense and balancing 
differences 
Securities differences with 
money, balances unresolved at 
report date 
Market value of short and 
long security differences 
without money at report 
date (other than reported 
in Item 4 below) 
Market value of security 
record breaks 
Unresolved reconciling 
differences with others 
at report date 
A. Correspondents and 
broker/dealers 
B. Depositories 
C. Clearing Organizations 
D. Inter-company and inter- 
office accounts 
Bank Loans 
Bank Accounts 
Other 
transfers and 
reorganization account items 
over 40 days not confirmed 
or verified 
TOTAL 
7. Commodity suspense diffcrences 
unresolved at report date 












































Note - Exclude items that were resulved two business days subsequent 
to the reporting date that were not required to be deducted in 
computing net capital at the report date. 
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APPENDIX B 


FOCUS REPORT 
FORM (Financial and Operational Combined Uniform Single Report) 
X-17A-5 PART II 





(Please read instructions before preparing For.) 





This report is being filed pursuant to (Check Applicable Block(s)): 
1) Rule 17a-5(a) 7/7 2) Rule 17a-5(b) // 3) Rule l7a-1l // 


4) Special request by designated examining authority // 5) Other // 





Name of Broker-Dealer SEC File No. 





Address of Principal Place of Business (Do Not Use Firm ID. No. 
P.O. Box No.) 





For Period Beginning (MM/DD/YY) 





(No. and Street) 





And Ending (MM/DD/YY) 





(City) (State) (Zip Code) 








Name and Telephone Nuinber of Person to Contact in (Area Code) - Telephone le. 
Regard to This Report 





Name(s) of Subsidiaries or Affiliates Consolidated 
in This Report Pursuant to Appendix C of Rule 15c3-1l: 
Guaranteed Flow-Thru 

















Does Respondent Carry Customer Accounts? Yes No 


Does Respondent Clear Transactions? Yes // No // 


(If you checked "Yes" to either of the two preceding questions, please complete 
Part II in lieu of Part IIA.) 


Was the respondent operating under the alternative method for the computation of 
the net capital requirement during the reporting period? Yes // No // 


Is respondent filing an audited report? Yes {7 Wo // 





Execution: 


The registrant/broker or dealer submitting this Form and its attach- 
ments and the person(s) by whom it is executed represent hereby that 
all information contained therein is true, correct and complete. It 
is understood that all required items, statements, and schedules are 
considered integral parts of this Form and that the submission of any 
amendment represents that all unamended items, statements and schedules 


remain true, Correct and complete as previously submitted. See letter 
of representation included in the General Instructions. 
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TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY: 





INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report 


Name (If individual, state last, first, middle name) 














ADDRESS Number and Street Zip Code 


[| | 2 





Check One 


FOR SEC USE 





Public Accountant 76 











| 73] 
Certified Public Accountant 


Accountant not resident in United States or 77 
any of its possessions 








DO NOT WRITE UNDER THIS LINE ... FOR SEC USE ONLY 





WORK LOCATION REPORT DATE DOC. SEQ. NO. 
MM/DD/YY 


























L so L si La 
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 
PART II 





Broker or Dealer 








STATEMENT OF FINANCIAL CONDITION — 


As of (MM/DD/YY) 
SEC File No. 








Consolidated // 


Unconsolidated // 
ASSETS 


Allowable Nonallowable Total 





2. Cash seyreyated in canpliance with federal 
and other regulations: 
A. SEC Rule 15c2-4....... aaa ea nveneweros cies 
Be SBE Rule L5e3=<3.ccscccccces Settee ncasanaaa ee 
C. Commodity Exchange Acteccccccccccccccccccccs 
Ds OGHEE 6s oo o6 ceecteecct siecoseeereucus tone ee 
Ee TOtabeccsccccccccsccecccovces 
Receivables fran brokers or dealers and 
cleariny oryanizations: 
As EaklGd) tO GeLIVERs ccccceccssecccos aariraiala a aaa 
B. Securities borrowed: 
(1) Customer 
(2) Non-Customer 
C. Qmnibus accounts: 
(1) Securities Accounts.... 
(2) Commodities Accounts: 
a. Includable in CEA Segregated Funds 
COMPUEAEION. ccccccccccccsccccccccccce 
DPeGlulmibwdddacsececacueecdéceecaw ease cess 
Clearing organizations: 
(1) Securities Accounts.......... ‘ 
(2) Commodities Accounts: 
a. Includable in CEA Segregated Funds 
COMBUEAEIONs «2c ccccccccsecsccccccecs we 
Be) CEREE se cc vccccccecseccessscccseseseess 
Ee GRNGEs ss cdcececevenese sescees diwateaweeeees 
Receivables from customers: 
A. Securities Accounts: 
(1) Cash accounts: 
a. DVP Accounts 
b. Other 
(2) Fully secured ACCOUNTS. ccccccccccccccccce 
(3) Partly secured ACCOUNTS... .ccccccccccccces 
(4) Unsecured accounts......e.- 
Commodity accounts 
CL) REGUL ACC orc:c ciccicecicclcincccccvecieceeslaceess 
CBR CEN edcccisaceeeccle ca Ueceswaawneecs cb e'es 
- Allowance for doubtful accounts......eeseeee( 



























































eoeeece e@oeeese 
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FINANCLAL AND OVERATLUNAL CUMIBLNED UNLEORM SLINGLE KEPOKY 
PART IT 





Broker or Dealer as of 








STATEMENT OF FINANCIAL CONDITION 


5. Receivables from non-custamers: 
As (Gash ac Counts: .s<.6<sccicwes 
B. Fully secured ACCOUNtS...cccccecescvccscvece 
C. Partly secured accounts. 
D. Unsecured ACCOUNTS. cccccccccccccevcvcvecces 
E. Commodity accounts...ecceees 
F. Total nOn-CuStOmers...cccccccccccccscccccccce 
Securities purchased under agreements to resell: 
A. Matched repurchase AagreeMentS...ccccccccceee 
Be ALICOENCL ..0 cis cise cesses wsleisies e's 0 6 oie 610 0c sic cie 
X25 OCall cisis Sisiniois o10'e le 9s nie sleet nlele ce siniaca swe ee sense 
Securities and spot cammodities owned, at 
market value -- including long positions in 
arbitrage accounts: 
A. Bankers' acceptances, certificates of 
deposit and commercial paper.....sseceeees 
U.S. and Canadian government obligations 
State and municipal government obligations.. 
COFRBOFALE ODINGAEIONS <6. c dive cices snc whe sees. 
StOCKS aNd WaLTaNntS..ccccccccccscccccccccccs 
Options... LOO Oe ee 
G. Direct participation Programs. cc cccsecscces 
ALL OtnGY “SCCUFITICS 6.5:06s00 0:0 50 o's ew esieseiare 
T.FSnot WOmmNNd MEICS SS co cre sie cists ese s eit sees 
J. Total < a's\06 e816 
Securities owned not readily marketable: 
A. At $ 
Be At estimated Garr valle... co.cc esis ov eieieieie-ere 
Other investments not readily marketable: 
Ac GAG COSt.cccccceceeneeee S 
B. AE estimated ‘fair Waltie. cies coc co eesiee were 
Securities borrowed under subordination agree— 
ments and partners’ individual and capital 
securities accounts, at market value 
A. Exempted securities.... $ 
Bi @tner ns cascececeseeeee > 
Secured demand: Notes. si swciscwcceeeeec ces 
Market value of collateral: 
A. Exempted securities.... $ 
B. Other securities. ..<.. $ 
Se GASM sic-sie eos siwie's cig ears wleere, 
Memberships in exchanges: 
A. Owned at market value.. $ 
De CE AE I ic ha hn ctcans okasesnnscaseneen 
C. Oontributed for use of canpany, at 
MaKe C AVaNC cs 0.016 o's sraleisisie siaisinie crcieieiele/aeislarere 
Investment in and receivables from affiliates, 
subsidiaries and associated partnerships..... 



































1390/SEC DOCKET 


Volume 20, No. 18, September 23, 1980 





FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 
PART II 





Broker or Dealer 








STATEMENT OF FINANCIAL CONDITION 


Property, furniture, equipment, leasehold im- 

provements and rights under lease agreements: 
At cost (net of accumulated depreciation 
and amortization)... 

Other Assets: 

A. Dividends and interest receivables......... 

Be. FYE] SNIPMENtS. cccccccccccccccccccccccccccs 

C. LOANS ANd AMGVANCESe co cccccccccccccccccccccce 

Di TANES TECERVAD Ss 6c ccevdscecceewsrcsecesoes 

E. Miscellaneous (list if allowable is over 

5% of excess net capital) 




















‘TOTAL ASSETSscccescccccccoeveees 





LIABILITIES AND OWNERSHIP EQUITY 





A.I. Non-A. I. 
Liabilities Liabilities* Liabilities* Total 
Bank loans payable: 
A. Collateralized by customer securities..... 
B. Collateralized by assets which would 
normally be deducted in computing net 
CAPL tale ccccccccccccscccccccccscsccccccece 
C. Bank OVELFGrattS. cccccccccccccccccccccscccce 
De OCNEL. cccccccccccccccccccccccccccccccccces 
Securities sold under repurchase ayreenents: 
A. Matched repurchase agreeinentS..ccccccecees 
Be All OtNEL. cccccccccccccccccccccccccccccccs 
Payable to brokers or dealers and cleariny 
Oryanizations: 
A. Failed tO receive.ccrccccccccccccccecs 
B. Securities loaned: 
(1) Customer related eccccccccce 
C2 OENSb sis <asiivesd Cc ccvewtceccccce 
C. Qunibus accounts: 
(1) Securities Accounts.... 
(2) Commodity Accounts: 
ae Includable in CEA Computation....... 
De Other. ccccccccccccccccccccccccccces 
Clearing oryanizations: 
(1) SecuritieS ACCOUNtS..cccccccccccce 
(2) Canmodities Accounts: 
a. Includable in CEA Computation...... 
be Other. ceeecees 


Other erence eeerseseeeeeeeseeeeeeeeeeseeseses 





















































*lr reyistrant computes its Capital under the alternative net capital requirement, only 
the totals are applicable. 
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STATEMENT OF FINANCIAL CONDI'TION 


Payable to customers: 
A. Securities accounts -- includiny free 
CERAPES OLeW cise se seclecwsieesieis. 
B. Commodities accounts: 
(1) Includable in CEA Computation........... 
f2) PQEREE oc on w vials asiele reels ou 0 0'e Cisse 016 lols 'eis-016"s 016 
Payable to non-custoiers: 
As “SCCUrITTES TACCOUNES t:0 5 '<:6 06 5.:sin dis jninselelnie's'o sce 
Bs Commo TEISS “ACGGUNES <cviesie a clas ee es olbis'ce oe 8ie.6 
Securities and commodities sold short -- 
including short positions in arbitraye accounts: 
A. Bankers acceptances, certificates of 
deposit and commercial paper....cccceeeceee 
U.S. and Canadian yovernment obliyations.... 
State and municipal government obliyations.. 
Corporate ObDLIYgatlONS..< cccccccciecccccccvcccs 
StGcks ald WALTANCS.. cece te soccccccoces cue 
Options: 
(1) Covered or hedged. cccccccccccccecee 
23 WUNCOVOIECT <6 cvcls os sista se lb Gera a 8 Geb sie bw bare 
Gs OGRE SCCURMEICS <\.0:< 6 <.esisie sis,0is\e ees 0/040 614001070 
H. SGOC CoMmmod MEV!SS < s:5:<i6.05015 ocslele vis ses 00's 0% 
D5 "EGU LS wwe Sree os 6 aro pie ie biel eieloleie mie eiererers ea i6.0ie 6 661658 
Accounts payable and accrued liabilities 
and expenses: 
As DEAECS: Payables’... <sivcsccwsccwecscccccecs cee 
B. Accounts payable, accrued expenses and 
OERCE dab VEVEISS << ..10sic bie 0101s 66 bis:9 00 o 0 9 els oie s 
C. Incane taxeS Payable. .cccccccccscscsccccccscce 
Ds Defkerred Income: CaxeS.s..sickis cisicecels cclcss eee sc 
bes, DERET sic nces 6065 ess wsene Oeeee se ee eee sew oe es 
Wotes and iortyayes payable: 
Re UNSCCUFEHS co.cc cc cseccemewe veces cesesssiee cece 
B. Secured: 
(1) Secured by assets which would normally be 
deducted in computiny net cpaital........ 
(2) OEE ac 50 cwiessiwieis ere Seles wise Wee ew ues 









































eevee 





























‘TOTAL UNSUBORDINATED LIABILITIES....... $ 
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STATEMENT OF FINANCIAL CONDITION 


26. Liabilities subordinated to claims of 
general creditors: 
A. Cash DOLKOWLNGS. cccccccccccccccccccccccccces 
1. Fram outsiders......$ 
2. Includes equity subordination 
(15c3-1(d)) of.....$ 
Securities borrowings, at market value: 
Fran outsiders.........5 
Pursuant to secured demand note 
collateral agreements: 
1. From outsiders......$ 
2. Includes equity subordination 
(Ci5es-1(d) ) Of. ccceo 
Exchange memberships contributed for 
use of campany at market value 
Accounts and other borrowings not 
qualified for net capital purposes......... 



































TOTAL SUBORDINATED LIABILITIES....... $ 








Ownership Equity 





SOI PEODEICEOESHID. 6 oc cccctccccccccsvcvetccebcccccceccases didacaddedatecdes $ 
Partnership-1limited 
partners......$ 

Corporations: 
Preferred Stock. .ccccccccccccccce eC eededceeeesensdecsaneedavdtaceaenceuens 
Cammon stock....... Cecccccccce GE Secidvieccenes de deeddseceeestudecteatecse eee 
Additional paid-in capital.. 
Retained earnings.........- 


hess Capital Stock ili: SFCaSULY. <6o cc cccccacccvccccccgtusaceassaameacseoes a ( 
TOTAL OWNERSHIP EQUITY $ 


TOTAL LIABILITIES AND OWNERSHIP EQUITY $ 
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FINANCTAT, KOOUNOTES 





For each subsidiary or affiliate whicn is 
consolidated pursuant to Appendix C of Rule 
15¢c3-1, provide the following information: 


Name of Subsidiary or Affiliate: 
Nature of Business: 








Guaranteed a7 


Total assetsS....... 





Liabilities: 


Subordinated. .... 





ROERIOR « o:55ca0.575 Sido nto s este eielelelwle os ora oes cee 





Qwnership equity 





Net capital of the subsidiary or affiliate after eliminations 
and deductions specified 1n “SEC Rulle W5c3—1.. cs sce sec 'sc\sieiomre 





t capital requirement if any (1) 
State net increase (decrease) parent's net Capital.....cesccees 
Net income or (loss) before Federal Income Taxes.... 











Intercampany receivables or (payables) ...ccccccccccccccccccccee 





Were these assets, liabilities and ownership equity consolidated 


in the broker/dealer's net capital canputation under Rule 15c3-1? Yes / / No / / 


II. Where not deducted in canputing net capital, 
state the amount of unsecured or partially 
secured liabilities guaranteed by the broker 
or dealer, its guaranteed subisidiary or 
capital flow through affiliate. 





State the total amount of outstanding letters 
of credit canmitments (including use for 
options and commodities). 


Fully SS CUEEG sie. 6.5:5%0isi's esisiclaie Soe o. crelotelerateie eee ates ss 





Unsecured....... 


eeeeeeeeeoeeeeeeeeoes SS 





During the current period, has the organization been the subject 
of an investigation or proceeding by any government agency or 
self-regulatory organization? Yes /, No /// 


During the current period, has the organization been named as a 
defendant in any new litigation or arbitration proceeding or 

subjected to claims aggregating in excess of 5% of its net capital 

or $10,000 or more by a customer? Yes / / No / / If yes, submit detail. 


Aggregate PUNGUTIE so 6:4 6:0'5:6 5s Wine Sie ate elola es eleeiee eee $ 
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Contingencies 





If not shown elsewhere in this report, describe total contingent 
liabilities which if deducted in camputing net capital would result 
in a capital deficiency under Rule 15c3-1 or capital rules of 

the designated examining authority. 


Management projection of any major change which would affect a change in 
the firm's Excess Net Capital of at least 5% during the next six months. 





Describe significant changes including new product lines, branches acquisi- 
tion, mergers, contracts, acquisition of non-allowable assets, expansion 
of customer or proprietary business, Operating profits or losses, capital 
outflow, additional financing and canputer systems. 


SECURITY AND COMMODITY CONCENTRATION 





FIVE 
FIRM CUSTOMER LARGEST 
POSITIONS POSITIONS CUSTOMERS 


LONG = SHORT LONG SHORT LONG SHORT 


NAME OF EQUITY SECURITY * 


NAME OF COMMODITY -— SPOT, FORWARD 
OR FUTURES * 


* BASED ON EXCEPTION REPORTING 
CRITERIA 


Ledger Balance Market Value 
IX.a. FAILED TO DELIVER - 11 BUSINESS 
DAYS OR LONGER (21 BUSINESS DAYS 
OR LONGER FOR MUNICIPAL SECURITIES) 








FAILED TO RECEIVE — 11 BUSINESS 
DAYS OR LONGER (21 BUSINESS DAYS 
OR LONGER FOR MUNICIPAL SBHCURITIES) 
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COMPUTATION OF NET CAPITAL 


Total ownership equity (fram Statement of Financial Condition). 
Deduct: Ownership equity not allowable for net capital........ 
Total ownership equity qualified for net capital 
Add: 
A. Liabilities subordinated to claims of general creditors allowable in 
camputation- OF net. Capitals ccs sicec'ss ots cfeie 
B. Other (deductions) or allowable credits (List). 
Total capital and allowable subordinated liabilities 
Deductions and/or charges: 
A. Total non-allowable assets from 
Statement of Financial Condition (Note B amd C)...... 
1. Additional charges for customers' and 
non-customers' security accounts 


Charges related to exempt securities: 
Actual Positions 








Charge included in 6.A.1. above 
Total deficits in accounts 
Face amount long 

Face amount short 


2. Additional charges for customers’ and 
non-customers' futures, forward and spot 
cammodity accounts including annibus accounts.. 

Aged: faal=to-delavers: <.éis.0isisie-s.esie <lelerere 

Aged short security differences--less 

TFESCIVC OE 6 <6 cc cies euieulc wees 
number of items..... . 

Secured demand note dificiency... 

Commodity futures and forward contracts and spot cammodities— 

proprietary capital charges 

l. Financial futures including foreign currencies 

2. Precious metals....... 


eevee eeeeeaneeeeee 


Other deductions and/or charges ........ 
1. Securities dividends short 
2. Deficits in failed to receive amd 
securities loaned....... 
3, Insurance clams 34<4<s<< Sto 
4. Losses on contractual canmitments.......... ee 
Exempt securities.. 
NORVERONISE 56s se10 00 6isic.s 
Guarantees..... 
Miscellaneous. 
Mota ls:s ssc o's 
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G. Deductions for accounts carried under Rule 15c3-1 
(a)(6), (a)(7) amd (c)(2)(x).....- 

H. Total deductions and/or charges ‘ 

Other additions and/or allowable credits (List) 

Net Capital before haircuts on securities positions...... 

Haircuts on securities: (canputed, where applicable, 

pursuant to 15c3-1 (f) ): 


A. Contractual securities canmitments 


1. Charges related to exempt securities: 
Contractual Positions 





Charges included in above 
Total mark to market losses 
Face amount long 

Face amount short 


2. Charges related to non-exempt securities.... 

Suspense and difference accounts. 

Trading and investment securities: 

1. Bankers' acceptances, certificates of deposit 
and cammmercial paper...ccccccceee 
U.S. and Canadian government obligations ....... 
State and municipal government obligations...... 
Corporate ObLigationss << visas scacsiiuee s alse Helsets 
Stocks and warrants 
Options: 
as Covered or Nedgediccsscweees cs 
b. Uncovered.... 

7. Arbitrage 

8. Other securities 

Undue concentration 

Other (LISt)..ccccccccccccccccsceces 

Capital... 


OMIT CENTS 
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| BROKER OR DEALER 


Part A 











COMPUTATION OF BASIC NET CAPITAL REQUIREMENT 


11. Minimum net capitel required (6-2/3% of line 19) 





12. Minimum dollar not capital requirement of reporting broker or Gualier and minimum net Capital requiroment of 
subsidiaries Computed in accordance with Note (A) 

13. Net capital requirement (greater of line 11 oF 12) 

14. Excess net capital (line 10 less 13) 











15. Excess net capital at 1000% (line 10 tess 10% of line 19) 








COMPUTATION OF AGGREGATE INDEBTEONESS 
16. Total A.l. liabilit trom S 
17. Ada: 








A. Oratis tor immediate credit 

8. Market vaiue of securities borrowed for which no 
equivalent value is paid or credited 

C. Other unrecorded amounis (List) 











18. Deduct: Adjustment based on doposits in Special Reserve Gank Accounts (15c3-1 (c) (1) (vil) 
19. Total aggregate indebtedness 








20. Percentage of aggregate indebtedness to net capital (line 19 + by line 10) 
21. 








Percentage of Aggregate Indebtedness to net capital ofior anticipated Capital withdrawals 
(line 19 + by line 10 less item 4860 page 11) 





COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT 
Part B 


22. 4% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant to Rule 15¢3-3 
prepared as of the date of the net capital computation inciuding both brokers or dealers 
and consolidated subsidiaries’ debits 


23. Minimum dollar not Capital requirement of reporting broker of dealer and minimum net Capital 
requirement of subsidiaries ‘puted in 6 


| 3870] 








with Note (A) 3880 
24. Net capital requirement (greater of line 22 of 23) 3760 
25. Excess net capital (line 10 less 24) 3910 


3851 











26. Percentage of Net Capital to Aggregate Debits (line 10 + by line 17 page 8) 
27. Percentage of Net Capital, efier anticipated capital withdrawals, to Aggregate Debits 
(line 10 less item 4880 page 11 + by line 17 page 8) 
28. Net capital in excess of the greater of: 
A. 6% of combined aggrogate debit itoms or $120,000 
B. 7% of combined aggregate debit items or $120,000 











_ 
| 3854 





39 20 | 
1 = 
1.3930) 








OTHER RATIOS 
Part C 


29. Porcentage of debt to debt-oquity total computed in accordance with Rule 1$¢3-1 (d) 
30. Options deductions/Net Capital ratio (1000% test) total deductions exciusive of liquidating equity under 
Rule 15¢3-1(a)(6), (a)(7) and (c)(2)(x) + Net Capital 


{saeco} 


[3452] 








NOTES: 


{A) Tne minimum net capital requirement should be compuled ~ adding the minimum dollar net capital requirement 
of the reporting broker dealer and, for each y to the greater of: 
1. Minimum goliar net capital requirement, or 


2. 6-2/3% of eggregate indebtedness or 4% of aggregaie debits i! ailernative method is used. 
(8) Do nut deduct the vaiuve of securitios oe under subordination agreements of secured domand notes 
covered by subordination 8 orm and the market vaiues of memberships in 


exchanges contributed tor use of aaneie (contra to tem 1740) and partners’ securities which were 
'NClUdEd In NoN-Bliowable assets. 


For reports fled pursuant to paragraph (d) of Rule 178-5, respondent should provide a list of material 
non-ailowable assets. 








ici 
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COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS 
FOR BROKER-DEALERS UNDER RULE 15c3-3 
(See Rule 15c3-3, Exhibit A and Related Notes) 


** IN THE EVENT THE NET CAPITAL REQUIREMENTS IS COMPUTED UNDER THE ALTERNATIVE METHOD, THIS 


"RESERVE FORMULA" SHALL BE PREPARED IN ACCORDANCE WITH THE REQUIREMENTS OF PARAGRAPH (f£) 


CREDIT BALANCES 


1. Free credit balances and other credit balances in customers' 
security accounts (see Note A, Exhibit A, Rule 15c3-3).......eeee. 
Monies borrowed and letters of credit collaterized by securities 
carried for the accounts of custamers (see Note B) cccccsccccecccs 
3. Monies payable against customers' securities loaned (see Note C)..... 
4. Custamners' securities failed to receive (see Note D) eccccccccccccces 
5. Credit balances in firm accounts which are attributable to 
DEINCLDAL Sales CO. CUSEONEES «csc cecccecaccncceeeddmesinsseeaancaes a 
Market value of stock dividends, stock splits and similar distribu- 
tions receivable outstandiny over 30 calendar dayS...ecccccccceces 
**Market value of short security count differences over 30 calender 
days old or 7 days if net capital is computed under Rule 15c3-1(f) 
**Market value of short securities and credits (not to be offset by 
lonys or by debits) in all suspense accounts over 30 calendar days 
or 7 business days if net capital is computed under 15c3-1(f)........ 
Market value of securities which are in transfer in excess of 40 
calendar days and have not been confirmed to be in transfer by the 
transfer agent or the issuer during the 40 dayS....ccecccccccscece 
CEE CEISE acces ode cnc’ decwvdcuSands sagebe cc ataceneaatasvedecaamance 


Gr CREPE Es &s60.e cau seeee ev ankve gue@usaboe sae agee Heagdaaveuceenaeaadtoakeuas ea $ 


2. 


6. 


BALANCES 


**Debit balances in customers' cash and maryin accounts excluding unsecured 
accounts and accounts doubtful of collection net of deductions pursuant 
Note E,- EXRiIDit Ap RUS P53 Se ccc ccccccccccseccscdteccesecceacees 

Securities borrowed to effectuate short sales by customers 
and securities borrowed to make delivery on customers' 

Securtties favled to GELiVGrs< cc. adasiesccecectacaquseddeesede06e.60 

Failed to deliver of customers' securities not older than 
SO CAIENAAE GAYS es occ dcccivsicciccecesescesiesateducicncands desacdceneic 

Maryin required and on deposit with the Options Clearing 
Corporation for all option contracts written or purchased 
if GUStCOMeEE aCCOUNES (SEG NOLG) PF) occ oc0cc 0c nccieec causecteetescsacs 

OCHEE  (EIUSS ie cisiois 00 5.0 oe'e6 sec ecadie ce eles cuwsees Wace eneacumewanwaaunees 

WEEN GUA LUNs oc wccdccdcenacckasaedaneeskenenbaaseanneeaesbanscecee-§ 


**less 3% (for alternative method only—see Rule 15c3-1(£)(5)(i)).sesecccseeee ( 
TOTAL 15c3-3 We heie'é 6:6 0 6660 66h ee eR Ge oe eS Ree ed eakacaeuabadae daaamuamaeesaen $ 
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COMPUTATION FOR DETERMINATION OR RESERVE REQUIREMENTS 
FOR BROKER-DEALERS UNDER RULE 15c3-3 (continued) 


RESERVE COMPUTATION 


20. 
21. 
22. 
23. 
24. 


25. 


26. 


Excess of total debits over total credits (line 19 less line 11)..........200- $ 
Excess of total credits over total debits (line 11 less line 19).......-.ee0. 
If canputation permitted on a monthly basis, enter 105% Of.....esseeeeeeeeees 
excess of total credits over total debits... ...cccccccccccscccccccecces 

Amount held on deposit in "Reserve Bank Account(s)," including 

value of qualified securities, at end of reporting Period... ..seeessceeeees 
Amount of deposit (or withdrawl) including 

S$ value Of qualified SECUTIFICS... cccccccccccccccccccccccccccccccccoes 
New amount in Reserve Bank Account(s) after adding deposit or 

subtracting withdrawal including value of qualified securities 


$ eoeeeeeeeeeeeeeeeeeeseeeeeeeeeeseeeseeTeseseeeeseeTeseEeEeHEESEEeEeEEEEE $ 


Date OF Geposit (MMDDYY) ..cccccccccsccccccccccsccccc cess secs eecesevcccceccccee 
OMIT CENTS 


FREQUENCY OF COMPUTATION 


27 « 


28. 


1400/SEC DOCKET 


Daily Weekly Monthly 


If an exemption fran Rule 15c3-3 is claimed, identify below the section 
upon which such exemption is based (check one Oly) ...ccccecccccccecccccece 
A. (k) (1)—$2,500 capital category as per Rule 15c3—-l..... cece cccrc ccc ccccee 
B. (k) (2)(A)--"Special Account for the Exclusive Benefit of 
CUSCOMETS” MAINCAINE.. oc ccccccccccccv cece cece seseecesaesescscrcccesees 
C. (k) (2)(B)--All customer transactions cleared through another 
broker-dealer on a fully disclosed basis. 
Name of clearing firm 





D. (k) (3)—-Exempted ‘by order Of the CanMISS10On.... ccc ccccccccccccccccscces 


Information for Possession or Control Requirements Under Rule 15c3-3 





State the market valuation and number of items of: 


Customers' fully paid securities and excess margin securities not in the 
respondent's possession control as of the report date (for which 
instructions to reduce to possession or control had been issued as of the report 
date) but for which the required action was not taken by respondent within 
the time frames specified under Rule 15c3-3. Notes G amd H..cececsccccccceeed 


A. Munber ol stems sss liece ss occcc chars ociecie oe eens cea ria eic a tiMeremialefeaermeces 


Customers' fully paid securities and excess margin securities for which 

instructions to reduce to possession or control had not been issued as 

of the report date, excluding items arising fran “temporary lags which 

result from normal business operations" as permitted under Rule 15c3-3. 

INQECS 9H 51: pI ce i0.c 0 inie sine ieiele oielsieinin's.6) 0 (éjeib cisiolesiciaie erereiere sleteine| eels) ois/a°s 610 a/a'e'sls's 

Bie, RICE "OR TEGMS 575/10 61416,0.0/e/cieicieisie\els slelsiaysievelersiaie wiaie pialaisioie itcleteaiatereieleisies.aicle oss sie 

The system and procedures utilized in complying with the requirement 

to maintain physical possession or control of customers' fully paid 

and excess margin securities have been tested and are functioning in 

a manner adequate to fulfill the requirements of Rule 15c3-3.....ccceecccvces 
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COMPUTATION FOR DETERMINATINON OF RESERVE REQUIREMENTS 
FOR BROKER-DEALERS UNDER RULE 15c3-3 (continued) 


Note A 


Item 1 shall include all outstandiny drafts payable to customers 
which have been applied ayainst free credit balances or other 
credit balances and shall also include checks drawn in excess 
of bank balances per the records of the broker or dealer. 

Note B 
Item 2 shall include the principal amount of Restricted Letters 
of Credit obtained by members of Options Clearing Corporation 
which are collateralized by customers' securities. 

Note C 
Item 3 shall include in addition to monies payable against cus- 
tomers' securities loaned the amount by which the market value 
of securities loaned exceeds the collateral value received from 
the lending of such securities. 

Note D 
Item 4 shall include in addition to customers’ securities failed 
to receive the amount by which the market value of securities 
failed to receive and outStandiny more than thirty (30) calendar 
days exceeds their contract value. 

Note E 
(1) Debit balances in maryin accounts shall be reduced by the 
amount by which a specific security (other than an exempted 
security) which is collateral for maryin accounts exceeds in 
aygyregate value 15 percent of all securities which collateralize 
all maryin accounts receivable; provided, however, the required 
reduction shall not be in excess of the amounts of the debit 
balance required to be excluded because of this concentration 
rule. A specified security is deemed to be collateral for a 
maryin account only to the extent it represents in value not 
more than 140 percent of the customer debit balance in a margin 
account. 
(2) Debit balances in special omnibus accounts, maintained in 
compliance with the requirements of Section 4(b) of Reyulation 
T under the Act (12 CFR 220.4(b)) or similar accounts carried on 
behalf of another broker or dealer, shall be reduced by any 
deficits in such accounts (or if a credit, such credit shall be 
increased) less any calls for margin, mark to the market, or other 
required deposits which are outstanding 5 business days or less. 
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(3) Debit balances in custamners' cash and margin accounts 
included in the formula under Item 10 shall be reduced by an 
amount equal to 1 percent of their aggregate value. 

Note F 
Item 15 shall include the amount of margin deposited with Options 
Clearing Corporation to the extent such maryin is represented 
by cash, proprietary qualified securities, and letters of credit 
collateralized by custamers' securities. 

Note G 
Do not include in item one customers' fully paid and excess maryin 
securities required by Rule 15c3-3 to be in possession or control 
but for which no action was required by the respondent as of the 
report date or required action was taken by respondent within the 
time frames specified under Rule 15c3-3. 

Note H 
State separately in response to items 1 and 2 whether the se- 
curities reported in response thereto were subsequently reduced 
to possession or control by the respondent. 

Note I 
Be sure to include in item 2 only items not arising from 
“temporary lays which result from normal business operations" 
aS permitted under Rule 15c3-3. 

Note J 
Item 2 must be responded to only with the report which is filed 
as Of the date selected for the broker's or dealer's annual 
audit of financial statements, whether or not such date is the 
end of a calendar quarter. The reponse to item 2 should be 
filed within 60 calendar days after such date, rather than with 
the remainder of this report. This infomnation may be required 
on a more frequent basis by the Commission or the designated 
examining authority in accordance with Rule 17a-5(a)(2)(iv). 
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SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION 


CUSTOMERS' REGULATED COMMODITY FUTURES ACCOUNTS 
SEGREGATION REQUIREMENTS 


1. Net ledger balance 
sl “CASS Seis ccc cere ca ce cdseclisectslccvc cscs lececgecsescdbbeséscsddeccesas 
Be SGeuenGies (at: MAEKGE Sess < Sesesdcsecch de iceceanbeasccvedetiouddeweseeas aclele 
2. Wet unrealized profit (loss) in open futures CONtractS.....cccccccccccccceces 
3< “(NGG -equrty (beficit) (Total o£, 1 DEUS OF MINUS 2) 66 i ccecc cc cccdccccccccseccce 
4. Add: accounts liquidating to a deficit and accounts 
with debit balances. with nO Open Ekadeh ec ccc ccsicccccccccccecescosccese 
5. Amount required to be segreyated (Total of 3 plus 4)....cccccccccccsccccccees 


FUNDS ON DEPOSIT IN SEGREGATION 


6. Deposited in seyregated funds bank accounts: 
rv e-\-\o Pierre errr rrr rere reer rerrrr rrr ee eee ie ee iC ie i ea ia a 
b. Securities representing investments of customers' funds (at market)...... 
c. Securities held for customers in lieu of cash maryins (at market)........ 
Margins on deposit with clearing organizations of contract markets: 
Bo CASH ccccccccccescccccccc ccc eee cccc ccc cccccccecessceccessoeccecccece 
b. Securities representiny investments of customer funds (at market)... 
c.- Securities held for customers in lieu of cash maryin (at market)........- 
Settlement due from (to) contract market clearing organiZation...ceccecceeees 
Net equities with other FOMS..ccccccccccccccccccccccccccccccccccccscccce 
Seyregated funds on hand: 
Be CaSeccccccvccccccccccccc cence csc cee e ere eceeeccecccocesceseeececeeccecs 
b. Securities representing investments of customers' funds (at market)...... sdee 
c. Securities held for customers in lieu of cash maryins (at market)........ 
‘total amounts in seyreyation (Total of 6 through 10)..cccccccccccccccesccceees 
Excess funds (Insufficiency) in segregation (1 minus 5)....ccccecccccccccceecs 


eeeee 


* State unsecured deficits and debits: 
From prior period $ 
Fran current period $ 
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 
PART II 


BROKER OR DEALER 








Ownership Equity and Subordinated Liabilities 
maturing or proposed to be withdrawn within the 
next six months and accruals, (as defined below), 
which have not been deducted in the computation 
of Net Capital. 

Type of Proposed 

withdrawal or Amount to be With- (MMDDYY ) Expect 

Accrual Insider or drawn (cash amount Withdrawal or to 
See below for Name of Lender Outsider? and/or Net Capital Maturity Renew 
code to enter or Contributor (In or Out) Value of Securities) Date (yes or no) 





OMIT CENTS 


* To agree with the total on Recap (Item No. 4880) 


Instructions: Detail listing must include the total of items maturing during the six month 
period following the reported date, regardless of whether or not the capital 
contribution is expected to be renewed. The schedule must also include pro- 
posed capital withdrawals scheduled within the six month period following the 
report date including the proposed redemption of stock and payments of liabil- 
ities secured by fixed assets (which are considered allowable assets in the 
Capital canputation pursuant to Rule 15d3-1(c)(2)(iv), which could be required 
by the lender on demand or in less than six months. 


WITHDRAWAL CODE: DESCRIPTION 
A Equity Capital 
. Subordinated Liabilities 
; Accruals 
: 15c3-1(c)(2)(iv) Liabilities 
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UWANCIAL AND OPERKATLONWAL COMBINED UNLEORM SLNGLE REPORT 
Capital Withdrawals 
PART II 


BROKER OR DEALER For the period (MMDDYY) fron a. 


RECAP 
Ownership Equity and Subordinated Liabilities maturiny 
Or proposed to be withdrawn within the next six months, 
non-liquid assets and accruals, which have not been 
deduced in the computation of net capital. 


Equity Capital 
A. Partnership Capital: (Notes) 
ne GShiekal Partner See soc cccvene< cicslvads coweer oe deewaes 
ea WEN CORN atal o's cligla cies ole eieleie ele eee cele a aa 
3. Undistributed Profits.... 
4. Other (describe below).......sse. 
SieNSOLG  PEOREIGEOESNI De acide s vic cdiccciuceccteeeseteceesueees 
Corporation Capital: (Notes) 
Ee CO CRIIMORI EON « s.qaleiwd aldincicimcea cede ce cceee eee eeaes cue eee 
Beales RE REBEEE OL SUCIC IC a0, 010) diale as eercrooleiarelh-o ela.60-4-s/eid Ae eaeee es cielaes 
3. Retained Earnings (Dividends and Other)......sccccccees 
4. Other (describe below)......... 
Subordinated Liabilities 
Bie? SECURER (Beiarid’ NOtSSe's cole sc cciveeneescccecescasesetovcsecses 
Boot (RaSh pelagic Eick © IOP Sie o:e:6 es. 6 kta denied wc oie Seance deasdwanas 
Cae DEOCHGURES e.c'6 o/s' 4a erersieeie'e'e o eldlwleln ele wala weiss meee cs 
Ds @Gher (GESCrIbe DELOW) eos dcccvccccccesccecsnce 
Other Anticipated Withdrawals 
Ais™ BOWUSGCSec ect cece tet eeevicvedeCSCUC Oe 
B. Voluntary Contributions to Pension 
OF ‘PEOEIE Sharirkg Plans. <.6.<c2cc0cs 
Cor CENCE GCSCE IDS HOTOW) s's6.c:« +.ceiee'o.e'se ance epcawiae.nes oe ee Rmaeeee 


TOCAL ccc ccccccccccccccccccccccccccceseccceensssecececosese 


Description of Other 








eeereeeeeeeece 

















STATEMENT OF CHANGES IN OWNERSHIP EQUITY 
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION) 


Balance, : bering). Of PEI Odie aisidis oi dietnjaie's nase waists sla sincinl oes aiioles able rare deleeiai one 
A. INGE Income (1106S) csc cccsccccsces 

B. Additions (Includes non-conforming capital Of......eseeeeee § 

C. Deductions (Includes non-confomminy capital of 9 
Balance, end of period (Fram Item 1800). ..ccccccccccccccccccccccee 





STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED 
TO CLAIMS OF GENERAL CREDITORS 


Balance, beginning: OF PSC1Ods ocjscisiciccccicniececweccecmeccesic’s 

A. INCLEASES cc cccccccccccccccvecccccccccc ec cc cece c eres cc ccc esccesescccce 

B. DOCTEASESe ccc cccccccccccccccccccccc ccc ccc c cece cece cece reese cecceccccce 

Balance; end Of period (FLOM item, 3520) ics csees ces ccie stews ces cesines cseecccce aa 

OMIT CENTS 
NOTES: 1/ Total of personal capital borrowiny due within six weeks. 
~ 2/ Planned capital expenditures for business expansions during 
next Six months. 
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 
PART II 


BROKER OR DEALER As of (MM/DD/YY) 
Trade Days Included 
OPERATIONAL EXPOSURE ITEMS 


No. Debits Credits Deductions in 
of (Short (Long Camputing Net 
Items Value } Value ) Capital 





Money suspense and balancing 
differences at report date 
Securities differences with related 
money balances unresolved at report date 
Market value of short and long security 
Gitferences without money at report date 
(other than reported in Item 4 below} 
Market value of security record breaks 
Unresolved reconciling differences with 
Others at report date 
(A) Correspondents and broker/dealers 
(B) Depositories 
(C) Clearing Organizations 
(D) Inter-company and inter- 
office accounts 
(E) Bank loans 
(F) Bank accounts 
(G) Other 
6. Open transfers and reorganization account 
items over forty days not confirmed or 
verified 
TOTAL 
7. CGammodity suspense and differences un- 
resolved at report date 
*Exclude items resolved two business days subsequent to month end not charged 
to capital at report date. 




























































































OPERATIONAL STATISTICS 


Number of open customer and non-custamer accounts at report date 

(A) Security transact ions 

(B) Canmodity transactions 

Number of tickets (contracts) executed during the reporting period 

(A) Security transactions 

(B) Connodity transactions 

Customer extensions of time requested during the reporting period 

(A) Regulation T extensions requested 

(B) SEC 15c3-3(n) extensions requested 

Number of corrected customer confirmations mailed after settlement date 
during the reporting period 

Number of customer complaints 

(A) Received during the reporting period 

(B) Unresolved at report date over 60 days old 

Number of customer accounts carried by respondent for other brokers 

or dealers on a fully-disclosed basis at the end of the reporting period 
Number of omnibus accounts carried by respondent for other brokers or dealers 
at the end of the reporting period 
Number of customer accounts carried by respondent (other than those carried 
for other brokers or dealers) at the end of the reporting period 

Number of margin accounts carried by respondent at the end of the reporting 
period 

Numer of Margin accounts that represent in excess of five percent of 
agsregate margin balances at the end of the reporting period 
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE 





NAME OF BROKER-DEALER: 





FOR THE PERIOD (MM/DD/YY) FROM: 





STATEMENT OF REVENUE AND EXPENSE 
(Comprehensive Annual/Quarterly Report) 
REVENUES AMOUNT (S$) 


(Qnit Cents) 
1. Commissions on transactions in: 


a. Listed stocks and warrants executed on an exchange 
b. Listed stocks and warrants executed over-the-counter 
c. All other stocks and warrants 
dad. Listed options 
e.- All other options 
f. Municipal securities 
ge Corporate bonds 
h. All other securities 
i. Spot commodities 
j- Futures, forwards, and standbys 
k. Subtotal (lia thru lj) $ 
Retail mark-ups/mark-downs on principal transactions in: 1/ 
a. Listed stocks and warrants 
b. All other stocks and warrants 
ce. Options 
d. Municipal securities 
e. Corporate bonds 
f. All other securities 
g- Spot ccnmodities 
h. Forwards and standbys 
i. Subtotal (2a thru 2h) $ 
Gains (losses) on firm securities and commodities accounts: 27 _ 
a. Market making on an exchange in: * 
(1) Listed stocks and warrants 
(2) Listed options 
b. Market making over-the-counter in: 
(1) Listed stocks and warrants 
(2) All other stocks and warrants 
All other proprietary accounts in: 
(1) Stocks and warrants 
(2) Options 





i/ Mark-ups/inark-downs represent the difference between the current market 
price and the price charged a customer on a principal transaction. 


Include all realized and unrealized gains (losses) on firm securities 
and canmedities accounts, except (1) retail mark-ups/mark-downs on 
vrincipal transactions and (2) yains (losses) fran investment banking 
and related activities. 
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(3) State and municipal government obligations 
(4) U.S. and Canadian government opligations 
(5) Bankers' acceptances, certificates of deposit and canmercial paper 
(6) Corporate obligations 
(7) All other securities 
(8) Spot camodities 
(9) Futures, forwards and standbys 
Subtotal (3a thru 3c) which includes: 
(1) Interest income 
(2) Dividend incame 
(3) Unrealized gains (losses) on investment accounts $ 
(4) All other gains (losses) on investment accounts 
(5) All other unrealized gains (losses) 
(6) All other gains (losses) 
(7) Subtotal (3d(1) thru 3d(6)) 
Gains (losses) fran investment banking and related activities: 
a. Sales of direct participation programs 3/ 
b. Sales of investment company securities 
c. All other registered stock offerings 
d. All other registered securities offerings 
e. Municipal securities offerings 
f. All other exempted securities offerings 
ge Private placements of securities 
h. Mergers and acquisiticns 
i. All other investment banking activities 
j- Subtotal (4a thru 41) 
Gross interest income from: 
a. Margin loans to public customers 
b. Repurchase agreements 
c. Securities loaned 
G- All other loans 
e. Subtotal (5a thru 5d) $ 
Floor brokereye and clearance incame: 
@. Specialist floor brokerage in assigned stocks and warrants 
b. Specialist floor brokerage in assigned options 
ce. All other floor brokerage 
a. Clearance incamne 
e. Subtotal (6a thru 6d) 
All other revenues related to the securities business 
All other revenues 
Tctal revenues 






















































































3/ A direct participation program is an investment vehicle which provides for 
flow-throujh tax consequences regardless of the structure of the legal entity 
or vehicle for distribution. It includes, but is not limited to, oil and 
gas proyrams, real estate proyrams, ayricultural proyrans, cattle proyrams, 
condaninium securities, Subchapter S corporate offerinys end all other pro- 
gras Of a similar nature, rejardless of tne industry represented by the 
projram Or any cambination thereof. 
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EXPENSES 


10. Employment costs: 

ae All employment campensation and benefits paid to: 
(1) Finn owners 4/ 
(2) Registered representatives 
(3) All other incane-producing employees 

b.- All otner 

c. Subtotal (10a thru 105) 

Gross interest expenses on: 

a. Repurchase agreanents 

b. Bank loans collateralized by: 
(1) Customer securities 
(2) Fira securities 

c. Subordinated debt 

d. Securities borrowed 

e. All other obligations 

f. Subtotal (lla thru lle) 

Floor brokeraye, conmissions and clearance 

Advertising and prauotional 

Occupancy 

Communications equipuent and services 

Data processing equipment and services 

Regulatory fees and expenses 

Losses due to errors and bad debts 

Non-recurring charges 

All other expenses 

Total expenses 

































































INCOME 


Incane (loss) before Federal income taxes (Item 9 less Item 21) 

Provision for Federal income taxes (for parent only) 

Lquity in earnings (losses) of unconsolidated subsidiaries excluded above 
a. After Federal incane taxes of $ 

Extraordinary gains (losses) 

a. After Federal income taxes of $ 

Cumulative effect of changes in accounting principles 

Net income (loss) after Federal incame taxes and extraordinary items 























4/ Persons that have a direct or indirect equity interest in the fimn equal to or 
greater than five percent of the firm's equity capital. 
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 





NAME OF BROKER-DEALER: 





FOR THE PERIOD (MM/DD/YY) FROM: —_ /_ 





REVENUES 


ae 
Ze 


STATEMENT OF REVENUE AND EXPENSE 
(Condensed Quarterly Report) 


AMOUNT (S$) 


(Omit Cents) 


Comnissions on securities and camicdities transactions 
Gains (losses) on firm securities and canmodities accounts: 
a. Retail mark-ups/mark-downs 

b. Interest and dividends 

c. Unrealized gains (losses) on investment accounts 

d- All other gains (losses) on investment accounts 

e. All other realized gains (losses) 

£. All other gains (losses) 

g- Subtotal (2a thru zf) $ eel 
Gains (losses) froaa investment banking and related activities 
Gross interest incane fram repurchase agreements and loans 
Floor brokerage and clearance incame 

All other revenues 

Total revenues 






































EXPENSES 


8. 
10. 
ll. 
12. 
13. 
14. 


Employment costs 

Gross interest expenses 

Floor brokerage, cammissions and clearance 
Losses due to errors and bad debts 
Norm-recurring charges 

All other expenses 

Total expenses 























NCOME 


Incane (loss) before Federal incame taxes 

(Item 7 less Item 14) 
Provision for Federal incane taxes (for parent only) 
Bquity in earnings (losses) of unconsolidated 
SubSidiaries excluded above 
Extraordinary gains (losses) 

a. After Federal incame taxes of $ 
Cumulative effect of chanyes in accounting principles 
Net incane (loss) after Federal incame taxes and 

extraordinary items 
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 





NAME OF BROKER-DEALER: 





AS OF (MM/DD/YY): — /_ /__ 





[This report must be completed once each year as of December 31.] 
OPERATIONAL DATA 
Is the firm a member of the Securities Investor Protection Corporation? 


Does the firm send quarterly statements to customers pursuant to 
Rule 10b-10(b) in lieu of daily or immediate confimnations? 


Is the firm a subsidiary of a company ("parent") which is registered as 
a broker or dealer? 


Name of parent: 





Is the firm a subsidiary of a company ("parent") which is not registered 
as a broker or dealer? 


Name of parent: 





Number of branch offices operated by the firm at the end of the year. 
(Exclude the headquarters office.) 


Average number of persons on the firm's payroll during the year. 


a. Finn's owners 1/ 
b. Registered representatives: 

(1) With limited registration 

(2) With yeneral sales registration 
c. All Other income-producing employees 
d. All other employees 
e. Total employees 


Agyregate dollar amount of non-exempted, OTC sales of exchange-listed 
securities effected by the firm during the year (Qmit cents). 





l/ Persons who have an equity interest in the firm equal to or greater than 
five percent of the finm's equity capital. 
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A Broker or Dealer which does not make a market (either over the counter 
or on an exchange) in any stock, warrant or option is not required to 
camplete the items below if the aggregate market value of the firm's 
securities and commodities accounts (iony positions plus snort positions) 
is less than $25 million as of the report date. Average positions are 


to be determined by averaging the market value of overnight positions at 
the end of each month during the year. 





AVERAGE POSITIONS IN SDCURITIES AND COMMODITIES 


LONG POSITIONS SHORT POSITIONS 
($000) ($000) 








Positions for market making 
on an exchange in: 


a. Listed stocks and warrants 








b. Listed options 








Positions for market making 
over-the-counter in: 


Listed stocks and warrants 








All other stocks and warrants 








other proprietary positions in: 


Stocks and warrants 








Options 








State and municipal government 
obligations 








U.S. and Canadian government 
obligations 








Bankers’ acceptances, certificates 
of deposit and commercial paper 








Corporate obligations 








All other securities 








h. Spot camnnodities 








Total (la thru 3h) 








1412/SEC DOCKET Volume 20, No. 18, September 23, 1980 





APPENDIX C 
STATEMENT OF REVENUE AND EXPENSE 


The Statement of Revenue and Expense must be filed by every broker 


or dealer with each required filing of Part II or Part IIA. A broker or 


dealer may elect to file the Condensed Quarterly Report in lieu of the 


Comprehensive Quarterly Report provided that: (a) the firm's total re- 


venues during the preceding calendar year amounted to less than $5 million; 


and (b) the firm's total assets at the end of the preceding calendar year 


amounted to less than $10 million. Any broker or dealer that files a 


Condensed Quarterly Report in a given year must also file the Comprehensive 


Annual Report with the last required filing of Part II or Part IIA for the 


year. 
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 





NAME OF BROKER-DEALER: 





FOR THE PERIOD (MM/DD/YY) FROM: 





STATEMENT OF REVENUE AND EXPENSE 
(Comprehensive Annual/Quarterly Report) 


REVENUES AMOUNT __($) 


(Omit Cents) 
1. Commissions on transactions in: 


a. Listed stocks and warrants executed on an exchange 
b. Listed stocks and warrants executed over-the-counter 
c. All other stocks and warrants 
d. Listed options 
e. All other options 
f. Municipal securities 
ye Corporate bonds 
h. All other securities 
i. Spot commodities 
j- Futures, forwards, and standbys 
k. Subtotal (la thru 1j) 
Retail mark-ups/inark-downs on principal transactions 
a. Listed stocks and warrants 
b. All other stocks and warrants 
c. Options 
d. Municipal securities 
e. Corporate bonds 
t. All other securities 
y+ Spot canmodities 
hn. Forwards and standbys 
1. Subtotal (2a thru 2h) $ 
Gains (losses) on firm securities and cammodities accounts: 2/ 
a. Market making on an exchange in: 
(1) Listed stocks and warrants 
(2) Listed options 
Market makiny over-the-counter in: 
(1) Listed stocks and warrants 
(2) All other stocks and warrants 
All other proprietary accounts in: 
(1) Stocks and warrants 
(2) Options 





1/ Mark-ups/mark-downs represent the difference between the current market 
price and the price charged a customer on a principal transaction. 


Include all realized and unrealized gains (losses) on firm securities 
and commodities accounts, except (1) retail mark-ups/mark-downs on 


principal transactions and (2) yains (losses) fran investment banking 
and related activities. 
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(3) State and municigal government obligations 
(4) U.S. and Canadian government obligations 
(5) Bankers’ acceptances, certificates of deposit and canmercial paper 
(6) Corporate obligations 
(7) All other securities 
(8) Spot commodities 
(9) Futures, forwards and standbys 
Subtotal (3a thru 3c) which includes: 
(1) Interest incane 
(2) Dividend income 
(3) Unrealized gains (losses) on investment accounts $ 
(4) All other gains (losses) on investment accounts $ 
(5) All other unrealized gains (losses) $ 
(6) All other gains (losses) $ 
(7) Subtotal (3d(1) thru 3d(6)) $ 
Gains (losses) from investment banking and related activities: 
a. Sales of direct participation prograis 3/ 
b. Sales of investment company securities 
ce All other reyistered stock offerings 
d. All other registered securities offerings 
e. Municipal securities offerings 
f. All other exempted securities offerings 
ge Private placements of securities 
he Mergers and acquisitions 
i. All other investment banking activities 
j- Subtotal (4a thru 41) 
Gross interest income from: 
ae Maryin loans to public customers 
b. Repurchase agreements 
c. Securities loaned 
d. All other loans 
e. Subtotal (5a thru 5d) $ 
Floor brokerage and clearance incame: 
a. Specialist floor brokerage in assigned stocks and warrants 
b. Specialist floor brokerage in assiyned options 
c- All other floor brokeraye 
d. Clearance incame 
e. Subtotal (6a thru 6d) 
All other revenues related to the securities business 
All other revenues 
Total revenues 






















































































3/ A direct participation program is an investment vehicle which provides for 
flow-throuyh tax consequences regardless of the structure of the legal entity 
or vehicle for distribution. It includes, but is not limited to, oil and 
ygaS proyrams, real estate programs, ayricultural proyrams, cattle proyrams, 
condominium securities, Subchapter S corporate offerinys and all other pro- 
yrams of a similar nature, reyardless of the industry represented by the 
program or any combination thereof. 
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EXPENSES 


10. Employment costs: 
a. All employment compensation and benefits paid to: 
(1) Finn owners 4/ 
(2) Registered representatives 
(3) All other incane-producing employees 
be All other 
ce. Subtotal (10a thru 10b) 
Gross interest expenses on: 
a. lkepurchase agreements 
b. Bank loans collateralized by: 
(1) Customer securities 
(2) Firm securities 
c. Subordinated debt 
d. Securities borrowed 
e. All other obligations 
f. Subtotal (lla thru lle) 
Floor brokeraye, commissions and clearance 
Advertising and promotional 
Occupancy 
Camnunications eyuipnent and services 
Data processing equipment and services 
Reyulatory fees and expenses 
Losses due to errors and bad debts 
Non-recurriny charyes 
All other expenses 
Total expenses 






























































NET INCOME 


22. Incame (loss) before Federal income taxes (Item 9 less Item 21) 
23. Provision for Federal incame taxes (for parent only) 
24. Lyuity in carninys (losses) of unconsolidulcd subsidiaries excluded above 
a. After Federal incame taxes of $ 
25. Extraordinary gains (losses) 
a. After Federal income taxes of $ 
26. Cumulative effect of changes in accounting principles 
Net incame (loss) after Federal income taxes and extraordinary items 




















4/ Persons that have a direct or indirect equity interest in the finn equal to or 
greater than five percent of the firm's equity capital. 
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 





NAME OF BROKER-DEALER: 





FOR THE PERIOD (MM/DD/YY) FROM: — _ 





REVENULS 


3. 
te 
5. 
6. 
7. 


STATEMENT OF REVENUE AND EXPENSE 
(Condensed Quarterly Report) 


AMOUNT (S$) 
(Omit Cents) 


Commissions on securities and commodities transactions 
Gains (losses) on firm securities and canmodities accounts: 
a. Retail mark-ups/mark-downs 

b. Interest and dividends 

c. Unrealized yains (losses) on investment accounts 

d. All other yains (losses) on investment accounts 

e. All other realized gains (losses) 

f. All other yains (losses) 

g- Subtotal (2a thru 2f) 

Gains (losses) from investment banking and related activities 
Gross interest incame fram repurchase ayreements and loans 
Floor brokerage and clearance income 

All other revenues 

Total revenues 









































EXPENSES 


8. 

9. 
10. 
ll. 
12. 
13. 
14. 


Employment costs 

Gross interest expenses 

Floor brokeraye, camuissions and clearance 
Losses due to errors and bad debts 
Won-recurring charyes 

All other expenses 

Total expenses 




















INCOME 


Income (loss) before Federal incame taxes 
(Item 7 less Item 14) 
Provision for Federal incame taxes (for parent only) 








Equity in earninys (losses) of unconsolidated 
Subsidiaries excluded above 





Extraordinary gains (losses) 





ae After Federal income taxes of $ 
Cumulative effect of changes in accounting principles 








Net incane (loss) after Federal income taxes and 
extraordinary items 
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APPENDIX D 


FINANCIAL AND OPERATIONAL COMBINED UNITORM SINGLE REPORT 
PART IT 


BROKER OR DEALER As of (MM/DD/YY) 


Trade Days Included 
OPERATIONAL EXPOSURE ITEMS 


No. Debits Credits Deductions in 
of (Short (Long Canputing Net 
Items Value ) Value ) Capital 





Money suspense and balancing 
differences at report date 
Securities differences with related 
money balances unresolved at report date 
Market value of short and long security 
difterences without money at revort date 
(other than reported in Item 4 below) 
Market value of security record breaks 
Unresolved reconciling differences with 
others at report date 
(A) Correspondents and broker/dealers 
(B) Depositories 
(C) Clearing Organizations 
(D) Inter-campany and inter- 
office accounts 
(E) Bank loans 
(F) Bank accounts 
(G) Other 
6. Qpen transfers and reorganization account 
itens over forty days not confirmed or 
verified 
TOTAL 
7. Canmodity suspense and differences un- 
resolved at report date 
*Exclude items resolved two business days subsequent to month end not charged 
to capital at report date. 




























































































OPERATIONAL STATISTICS 


Number of open customer and non-customer accounts at report date 

(A) Security transactions 

(B) Cammodity transactions 

Number of tickets (contracts) executed during the reporting period 

(A) Security transactions 

(B) Cantodity transactions 

Customer extensions of time requested during the reporting period 

(A) Regulation T extensions requested ; 

(B) SEC 15c3-3(n) extensions requested 

Number of corrected customer confirmations mailed after settlement date 
during the reporting period 

Number of customer complaints 

(A) Received during the reporting period 

(B) Unresolved at report date over 60 days old 

Number of customer accounts carried by respondent for other brokers 

or dealers on a fully-disclosed basis at the end of the reporting period 
Number of omnibus accounts carried by respondent for other brokers or dealers 
at the end of the reporting period 

Number of customer accounts carried by respondent (other than those carried 
for other brokers or dealers) at the end of the reporting period 

Number of margin accounts carried by respondent at the end of the reporting 
period 

Number of margin accounts that represent in excess of five percent of 
aggregate margin balances at the end of the reporting period 
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APPENDIX E 


FOCUS REPORT 
(Financial and Operational Combined Uniform Single Report) 
PART IIA 





(Please read instructions before prepariny For. ) 





This report is being filed pursuant to (Check Applicable Block(s)): 
1) Rule 17a-5(a) // 2) Rule 17a-5(b) // 3) Rule l7a-ll // 


4) Special request by designated examining authority / / 5) Other / / 





Name of Broker-Dealer SEC File No. 





Address of Principal Place of Business (Do Not Use Fim ID. No. 
P.O. Box No.) 














For Period Beginning (MM/DD/YY) 
(No. and Street) 





And Ending (MM/DD/YY)—~—~CS~S 





(City) (State) (Zip Code) 








iwame and Telephone Number of Person to Contact in (Area Code) - Telephone No. 
Regard to This Report 





Name(s) ot Subsidiaries or Affiliates Consolidated 
in This Report Pursuant to Appendix C of Rule 15c3-1l: 


Guaranteed Flow—Thru 

















Does Respondent Carry Customer Accounts? 


Yes f// No // 


boes kespondent Clear Transactions? Yes // no 77 


(If you checked "Yes" to either of the two preceding questions, please canplete 
Part II in lieu of Part IIA.) 


Was the respondent operating under the alternative method for the computation of 
the net capital requirement during the reporting period? Yes [/ No // 


Is the respondent filing an audited report? Yes // No / / 





Execution: 


The registrant/broker or dealer submitting this Form and its attach- 
ments and the person(s) by whan it is executed represent hereby that 
all information contained therein is true, correct and camplete. It 
is understood that all required items, statements, and schedules are 
considered inteyral parts of this Form and that the submission of any 
aiendaent represents that all unamended items, statements and schedules 


remain true, correct and camplete as previously submitted. See letter 
of representation included in the General Instructions. 
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TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY: 





INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report 


Name (If individual, state last, first, middle name) 














ADDRESS Number and Street Zip Code 


[7 | 7] | a 





Check One 


FOR SEC USE 
Public Accountant 76 | 














| 73] 
Certified Public Accountant 


Accountant not resident in United States or 77 
any of its possessions 








DO NOT WRITE UNDER THIS LINE... FOR SEC USE ONLY 





WORK LOCATION REPORT DATE DOC. SEQ. NO. 
MM/DD/YY 


























L so Ls! La 
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 
PART IIA 





Broker or Dealer 





STATEMENT OF FINANCIAL CONDITION 


As of (MM/DD/YY) 
SEC File No. 








Consolidated // 


Unconsolidated // 
ASSETS 


Allowable Nonal lowable 





Cash segregated in compliance with federal 
and other regulations 
Receivables fran brokers or dealers: 
A. Clearance Accounts: 
(1) Securities...... 
(2) Commodities. .ccccrccccccccccscccesccccses 
Bo OtNE re ccccccccccccccccccccccccccccccccceccces 
Receivables from non—cusStamerS...eccccccesccecs 
CL SECORTEIES 6 ccc ctsiccccece eee - 
C2) 5] CONMISODEIES 5 a.4, 0.0.0.0 6.00 4 00bccsiw ce demeieieineins 
C3) (GENRE dc ccses6s cic icin ea wee ae 
Securities purchased under agreements to resell: 
A. Matched repurchase agreements........ 
Be, REEL ORE sels ceecldeccicccees ccisecue ceicecaecee 
Ce, SOCAN oc, cco easel civiele's. 6,0 ocdiveleleldialiddeiseeeces we 
Securities and spot canmodities owned, at 
market value -- including long positions 
in arbitrate accounts: 
A. Bankers' acceptances, certificates of 
deposit and cammercial paper.......seceeeee 
B. U.S. and Canadian govermment obligations.... 
C. State and municipal government obligations.. 
Ds QGEPOLAES ODLIGAEIONS s oc cicicececiseccessces 
ki. Stocks and warrants. .cccccocee ccccccccee 
G. Direct participation programs.....ccccccccees 
He ALE Gther SECUriEles < oc sc < cicsclccintiseecccecce 
Es, Spot COMMALEIES. . cccccccccces eee 
Securities owned not readily marketable: 
Pawhie (Goetuddcecesccccccece o 
BivAt estrieted fair Value. ccc cssaccececne 
Other investments not readily marketable: 
Aa JRE Gegsasecacccceeecece ot 
Be Ab escimated fair VALUC.. cccccccicacecdceues 
Securities borrowed under subordination agree- 
ments and partners’ individual capital 
securities accounts, at market value: 
A. Exempted securities..... $ 
Be OUNEK ccs scccesceccecccee 
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 
PART IIA 





Broker or Dealer 








STATEMENT OF FINANCIAL CONDITION 


Secured demand notes market value of 
collateral: 
A. Exempted securities..... $ 
Be Other. ocsccccoccssecscses © 
Ci; Ss conscenssassiacsc @ 
Memberships in exchanges: 
A. Owned at market value... $ 
Be. Owned at COSteccccccccccccccccccccccccccccce 
C. Contributed for use of campany, at 
MALKEt VALUC. ccccccccccvccvcccsccccvreccccecs 
Investinent in and receivables from affiliates, 
subsidiaries and associated partnerships..... 
Property, furniture, equipment, leasehold 
improvements and rights under lease 
ayreements ; 
At cost (net of accumulated depreciation 
ANG AMOCETZACION) o.4:<.0 6s 'c\e's.010'e wie 56 6's c1eisie ers iors 
DENCE WASSEES. = cc's s 0 ssn viele so alecisiec'e sels maisioss 




















TOTAL ASSETS. ccccccccccccccccccccccceed 





LIABILITIES AND OWNERSHIP EQUITY 





A.Ie Non-A. I. 
Liabilities Liabilities* Liabilities* Total 


Bank loans payable: 
A. Collateralized by assets which would nomally 
be deducted in canputing net capital......... 
B. Bank OVELdraLtS. ccccccccccccccccccccccccccece 
Ce. Qthernccccccccsccccccccnsceccscccocscseeetsce 
Securities sold under repurchase agreements: 
A. Matched repurchase ayrcenents.......- 
BoA OGG s o6:6.0.0 6-06 010101015 01010 1e\e 010s: sieielsieieie osiels wie 
Payable to brokers or dealers: 
A. Clearance Account: 
(1) Securities ACCOUNES. «cccccsceccccsecesone 
(2) Commodities ACCOUNTS. .cccccccccccccccccce 
(3) SSCL. cies o'nie alsin ules a\s!Sicisic:escale'g sis. slei ersisiovere 
Payable tO MOM-CUStOMELS.ccccccccccccccccccccces 
Securities and commodities sold short — 
including short positions in arbitrage 
accounts: 
Bankers acceptances, certificates of 
deposit and commercial paper... cccccccecceee 
U.S. and Canadian government obligations..... 
- State and inunicipal government obligations... 
« COFPOKAate CDIIGALIONS < ccccececcccnccvceces cece 
+ StOCKS ANd WALLANTS. ccccccccccccceccccscccece 


*It reyistrant computes its capital under the alternative net capital requirement, only 
the totals are applicable. 
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PUNANCLAL AND OV LWALLONAL COMBINED UNLEUNH SINGLE KEL 
PART ILA 





broker or Dealer 


as of 








G. 
Hie 
I. 


STATEMENT OF FINANCIAL CONDITION 


Options: 

be COVEECH OF NEAGERs c cccsvccssteccevessesewes 
Ze UNCOVCECE a csiccndiived tidiuccdddoeecdesatic 
OEE SECUBLERLES so. bs tic ds Gales udele else Milete 
Spot conmodities 


EER has Ge ad oie a6 Gales 6 aw CA an etad aaa eeie'e 


Accounts payable, accrued liabilities, 
expenses, and other: 


A. 
B. 
C. 
D. 
ke 


Notes and inortgayes payable: 


Ae 
b. 


DEAEES Payee isos ddddtocnesudednedetecas 


Accounts payable, accrued expenses and 
Income taxeS payable.ccccccccccccccccccccce 











Deferred Income CakGSiss é.decise didvccccsonwe 





CONGR 6 edsc eee 





WNSSCULERs 6's Sie sis'c'c Selec ded Sibcwesioencnecdas 





SQCGUEGGS + fates 





“OTAL UNSUBORDINATED LIABILITILS..... 





Liabilities subordinated to claiius of 
yeneral creditors: 
As Cash bOLrOWwlnygSe ccccccccccccccccce 
Le Bean OGESIdeESs ¢:0:66S$ 
2- Includes eyuity subordination 
(15¢e3-1(d)) Of...2e$ 
securities borrowinys, at market value: 
FLOW OUtCSIdELS. eeeeeeeeS 
Pursuant to secured demand note 
collateral ayreeiments: 
1. From outsiaers......$ 
2. Includes eyuity subordination 
(15c3-1(d)) of.....$ 
Exchanye memberships contributeu for 
use of company at market value...cccccccees 
Accounts and other borrowings not 
qualitiled for net capital purposes 

















TOTAL SUBORDINATED LIABILITIES 








Ownership Lyulty 





SOLE PLOPFLetOLShiipescceccssecsscccccvcccscccceevsescssscsesssessssessssseses S| 
Partnershi,p—limited 

partners... 
Corporations: 

fe SPECECERCON StOCNis ss 4c0cce ects Seen caecdeee cedleeeeeeuescuuaenecdedbocedeeares 
Be COMMON StOCKec cccccccccccccccccccc ccc esecccces cece se se ceesccecccesccecccces 
Ci AGAEEVOna! pPalcd=In Capitals sc cscs eccccdesrsancesececdectesccacsececedacece 
We REEAENER CAENIRMYS ss cccciccccccdciteccecdosetsvactscsteeaca Socceccedececusees 
be TOtalc ccccecccccecccccc ccc ccc cee cecc ese es ec ec es eecesssccccesesesecesessoseo 


te. UeSS Caprtal Stock INEKEASUEY.. <<cccdacacedecceccccedeceseceeusees 


eeeereeeseeeeseseseeeeeeseeseseesese 


eoeeeeeeeeeees 


‘TOTAL OWNERSHIP EQUITY 


‘TOYAL LIABILITIES AND OWNERSHIP EQUITY 
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 


PART IIA 





COMPUTATION OF NET CAPITAL 


Total ownership equity (from Statement of Financial Condition) ....eccsecceeeee § 
Deduct: Ownership equity not allowable for net capital.......... 
Total ownership equity qualified for net Capital...ccerceccscsscceces 
Add: 
A. Liabilities subordinated to claims of general creditors allowable in 
computation O£ Net Capital..cccccccccccccccccccccccccecccscccsiseceseescoce 
B. Other (deductions) or allowable Credits (LiSt) .cccccccccccccsccsscccoccesees 
Total capital and allowable subordinated lLiabilities.....cceccccccccccccececee & 
Deductions and/or charges: 
A. ‘Total non-allowable assets fran 
Statement of Financial Condition (Note B and C)..... 


Charyes related to exempt securities: 
Actual Positions Contractual Positions 








Charye included in 6.A.1. above 
Total deficits in accounts 

Face amount lony 

Face amount short 


B. Secured demand note deficiency. ..cccccccccccccccccvccveccccces 
C. Commodity futures and forward contracts and spot canmodities-- 
proprietary Capital Charges. .ccccccsccccccccscccccsccccsccesene 
l. Financial futures including foreiyn currencies 
2. Precious metals. 
La REINS ic 5s oe bib hia oss iSO AIS So Slee sd OS wia le Ow ole ela eR a eee rar oie 
D. -Other Geductions and/or CHALGES 6ccescsccccenc cess eer ees s sicles 
1. ‘SGCUFLELCS GIVIGeNdS SHOE. .s.cccciccc ce wccsecsccecccctiesceces 
2. Deficits in failed to receive and 
SECULDLTEICS WOANC s <o cic oc 0.0 os ac:0 016.5 ols e's ovielsielelelcleleieisiere siere sieves 
3. ENSUGANCE “CLAMS s « «'s vix10,010/6 «isis e'slels e's ole vlc’ svi elelelelelele sieisie\sere'erets 
4. Losses on contractual COMmitmentS....cccccccccccccccccccece 
EXOMDE SOCUrPCICS «5.0 o:.cc nc 6 00.6.6 bese eels wine sl elcleiels vieieletld siecle 
NPE s 6 a5 cdcnticsescccntecdesa eden thee eeeriesets Z 
Ss CSEPEIVEIOS 6 a, 66) 0 56:6 60 0 006 0K he 04 Dae ee Oe ee ne eee eas 
Os “MISCETIGNEOUS «pic's a's 0:0's'4'o.016 0's.0iesa'e'e 410 616 4's's Sie sie eis eisialeis'e.e Cele 


Oe WDE sad 6's 'w 5 0 'G:0 50s 010.0 010.6% 616.6 B5bi0 6:6 eee le ioiey ole ersiole eiete eiatiereieioieine 
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E. Deductions for accounts carried under Rule 15c3-l 

(a) (6), (a) (7) and (C) (2) (xX) eccccccccccscccccsccces 
BF. Total deductions and/or ChargeS.ceccccsecccccccccccccccccscesccccsccescese 
Other additions and/or allowable credits (LiSt) -cccccccvcccccscccccccccccccccs 
Net Capital before haircuts on Securities POSItIONS.....ccccccccccccecsseceese O 
Haircuts on securities: (computed, where applicable, 
pursuant to 15c3-l (f) ): 


A. Contractual securities COMMitMeNts...ceccccccccccces 


l. Charyes related to exempt securities: 
Contractual Positions 





Charges included in above 
otal mark to market losses 
Face amount long 

Face amount short 


2. Charges related to non-exempt Securities.....ee. 
Suspense and difference ACCOUNES. .ccccccccccccccveee 
Trading and investment securities: 
1. Bankers' acceptances, certificates of deposit 
and commmercial paper.cccccccccccccccccccccccccs 
2. U.S. and Canadian government obligations ...ee.e. 
3. State and municipal government obligations...... 
4. Corporate ObLIGAtIONS.ccccccccccccccvvcvcccccecs 
5. StOckKS ANd WALLANtS. ccccccccccccccccvccccecccces 
6. Options: 
A. Covered OF NEdGed.ccccvccccccccscccccscccoes 
BD. UNCOVELEd. cc cccccccccccccccccccccccccescccce 
Je AXDLItLAYe. .ccccccccccccccccccccrcccccccceciosese 
8. Other SECULITICS. cccccccccccccccccccccseccccevse 
Ds UNAUE CONCENELAEIONs « occcecedeccisscccccscvcsceoceces 
Eo Other (List) ecccccccccccccccccccccccccccccccecceeose 
BBs WBE GEARS 6k cc ccncccncctetecedeieecdedecaeeceneee es CaMaTenbuelesnhetoedeauwen 


OMIT CENTS 
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 
PART IIA 





| BROKER OR DEALER as of 











COMPUTATION OF BASIC NET CAPITAL REQUIREMENT 


PartA 


11. Minimum net capital required (6-2/3% of line 19) 





12. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement 
of subsidiaries computed in accordance with Note (A) ...., 








13. Net capital requirement (greater of line 11 of 12) 





14. Excess net capital (line 10 less 13) 
15. Excess net capital at 1000% (line 10 less 10% of line 19) 














COMPUTATION OF AGGREGATE INDEBTEDNESS 


Total A.!. habilities from Statement of Financial Condition 





Add 


A. Drafts for immediate credit 





B. Market value of securities borrowed for which no equivalent 


value 1s paid or credited 








C. Other unrecorded amounts (List) 





Total aggregate indebtedness 





Percentage of aggregate indebtedness to net capital (line 19=by line 10) 
Percentage of debt to debt-equity total computed in accordance with Rule 15c3-1 (d) 














COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT 


Part B 


22. 4% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant to Rule 
15¢3-3 prepared as of the date of the net capital computation including both brokers or dealers 
and consolidated subsidiaries’ debits 3870 | 

Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital 
requirement of subsidiaries computed in accordance with Note (A) 3880 
Net capital requirement (greater of line 22 or 23) 3760 














Excess net capital (line 10 less 24) 3910 











Net capital in excess of the greater of: 
A. 6% of combinec aggregate debit items or $120,000 3920 
B 7% of combinod aggrogate debit itoms or $120,000 





[3930 


OMIT CENTS 





NOTES: 


(A) The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement 


of the reporting broker dealer and, for each subsidiary to be consolidated, the greater of: 
1. Minimum dollar net capital requirement, or 
2. 6-2/3% of aggregate indebtedness or 4% of aggregate debits if alternative method is used. 
Do not deduct the value of securities borrowed under subordination agreements or secured demand note 
covered by subordination agreements not in satisfactory form and the market values of memberships in 
exchanges contributed for use of company (contra to item 1740) and partners’ securities which were 
included in non-allowable assets. 
(C) For reports filed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a list of material 
non-allowable assets. 
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 
PART IIA 





ROKER OR DEALER 








For the period (MMDDYY) from 





STATEMENT OF CHANGES IN OWNERSHIP EQUITY 
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION) 


Balance, beginning of period 





A. Net income (loss) 





B. Additions (Includes non-conforming capital of 











C. Deductions (includes non-conforming capital of 





Balance, end of period (From item 1800) 





STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED 
TO CLAIMS OF GENERAL CREDITORS 


. Balance, beginning of period 





A. Increases 





B. Decreases 
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 
PART IIA 





BROKER OR DEALER 











Exemptive Provision Under Rule 15c3-3 


25. if an exemption from Rule 15c3-3 is claimed, identify below the section upon 
which such exemption is based (check cne only) 
A. (k)  (1)—$2,500 capital category as per Rule 15¢3-1 
B. (k) (2)(A)—"Special Account for the Exclusive Benefit of 
customers" maintained 
C. (k) (2)(B)—All customer transactions cleared through another 








broker-dealer on a fully disclosed basis. Name of clearing 


firm - 





(3)—Exempted by order of the Commission 








Ownership Equity and Subordinated Liabilities maturing or proposed to be 
withdrawn within the next six months and accruals, (as defined below), 
which have not been deducted in the computation of Net Capital. 


Type of Proposed 
withdrawal or Amount to be With- (MMDDYY) Expect 
Accrual Insider or drawn (cash amount Withdrawal or to 
See below for Outsider? and/or Net Capital Maturity Renew 
code to enter Name of Lender or Contributor (In or Out) Value of Securities) Date (yes or no 





al 


4602 4603 





4612 4613 





4622 4623 





4632 4633 





4642 4643 





4652 4653 





4662 4663 





4672 4673 





HHHRE EEE 


4682 4683 





JHGQRHEREE 
JHRRRHHEEE 
JHRRERERE 


= 
—_ 
an 
is 
ea 
— 
= 
a 
— 
de 


4692 4693 





SUNOS R ORC RORCRGRGIG 


a 
°o 
= 
> 
has 
“” 


4699 


OMIT CENTS 


Instructions: Detail listing must include the total of items maturing during the six month period following the 
report date, regardiess of whether or not the capital contribution is expected to be renewed. The 
schedule must also include proposed capital withdrawals scheduled within the six month 
period following the report date including the proposed recemption of stock and payments of 
liabilities secured by fixed assets (which are considered allowable assets in the capital computation 
pursuant to Rule 15¢3-1(c)(2)(iv)), which could be required by the lender on demand or in less 
than six months. 


WiTHORAWAL CODE: DESCRIPTION 





1 Equity Capital 

2 Subordinated Liabilities 
3. Accruals 

+ 15c3-1(C)(2)(iv) Liabilities 
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 





NAME OF BROKER-DEALER: 





FOR THE PERIOD (MM/DD/YY) FROM: 





STATEMENT OF REVENUE AND EXPENSE 
(Comprehensive Annual/Quarterly Report) 
REVENUES AMOUNT (S$) 


(Qmit Cents) 
Commissions on transactions in: 


a. Listed stocks and warrants executed on an exchange 
b. Listed stocks and warrants executed over-the-counter 
ce All other stocks and warrants 
d. Listed options 
e. All other options 
t. Municipal securities 
g- Corporate bonds 
h. All other securities 
i. Spot cammodities 
j- Futures, forwards, and standbys 
ke Subtotal (la thru 13 $ 
Retall mark-ups/mark-downs on principal transactions in: 
a. listed stocks and warrants 
b. All other stocks and warrants 
ce. Options 
d. Municipal securities 
e. Corporate bonds 
f. All other securities 
g- Spot camodities 
he. Forwards and standbys 
i. Subtotal (2a thru 2h) $ 
Gains (losses) on firm securities and cammodities accounts: 2/ 
a. Market making on an exchange in: 
(1) Listed stocks and warrants 
(2) Listed options 
b. Market making over-the-counter in: 
(1) Listed stocks and warrants 
(2) All cther stocks and: warrants 
All other proprietary accounts in: 
(1) Stocks and warrants 
(2) Options 





i/ Mark-ups/mark-downs represent the difference between the current macket 
price and the price charged a customer on a principal transaction. 


Include all reaiized and unrealized gains (losses) on fimn securities 
and conmodities accounts, except (1) retail mark-ups/mark-downs on 


Principal transactions and (2) gains (losses) from investment banking 
and related activities. 
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(3) State and municipal government obligations 
(4) U.S. and Canadian government obligations 
(5) Bankers' acceptances, certificates of deposit and cammercial paper 
(6) Corporate obligations 
(7) All other securities 
(8) Spot commodities 
(9) Futures, forwards and standbys 
d. Subtotal (3a thru 3c) which includes: 
(1) interest income 
(2) Dividend income 
(3) Unrealized gains (losses) on investment accounts $ : 
(4) All otner gains (losses) on investment accounts $5 
(5) All other unrealized gains (losses) $ 
(6) All other gains (losses) S) 
(7) Subtotal (3d(1) thru 3d(6)) 
Gains (losses) from investment banking and related activities: 
a. Sales of direct participation programs 3/ 
b. Sales of investment campany securities 
c. All other registered stock offerings 
d. All other registered securities offerings 
e. Municipal securities offerings 
f. All other exempted securities orferings 
ge Private placements of securities 
h. Mergers and acquisitions 
i. All other investment banking activities 
j- Subtotal (4a thru 41) 
Gross interest income trom: 
a. Maryin loans to public customers 
b. Repurchase agreements 
ce. Securities loaned 
a. All other loans 
e. Subtotal (5a thru 5d) $ 
Floor brokerage and clearance incame: 
&. Specialist floor brokerage in assigned stocks and warrants 
b. Specialist floor brokerage in assiaqned options 
c. All other floor brokerage 
d. Clearance income 
e. Subtotal (6a thru 6d) 
All other revenues related to the securities business 
All other revenues 
Total revenues 






















































































3/ A direct participation program is an investment vehicle which provides for 
flow-throuyh tax consequences regardless of the structure of tne legal entity 
or vehicle for distribution. It includes, but is not limited to, oil and 
gas proyrams, real estate programs, agricultural proyrams, cattle oroyrams, 
condaninium securities, Subchapter S corporate offerinys and all other pro- 
grans Of a similar nature, reyardless of the industry represented bv the 
proyram or any cambination thereot. 
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EXPENSES 


10. Employment costs: 
a. All employment compensation and benefits paid to: 
(1) Firm owners 4/ 
(2) Registered representatives 
(3) All other incame-producing employees 
be. All other 
c. Subtotal (10a thru 10b) 
Gross interest expenses on: 
a. Repurchase agreements 
b. Bank loans ccilateralized by: 
(1) Customer securities 
(2) Firm securities 
ce. Subordinated debt 
d. Securities borrowed 
e. All other obligations 
£. Subtotal (lla thru lle) 
Floor brokerage, commissions and clearance 
Advertising and pramctional 
Occupancy 
Communications equignent and services 
Data processing equigment and services 
Regulatory fees and expenses 
Losses due to errors and bad debts 
Non-recurring charges 
All other expenses 
Total expenses 

































































INCOME 


Incame (loss) before Federal income taxes (Item 9 less Item 21) 
Provision for Federal income taxes (for parent only) 

Equity in earnings (losses) of unconsolidated subsidiaries excluded above 
a. After Federal income taxes of $ 

Extraordinary gains (losses) 

a. After Federal incame taxes of $ 

Cumulative effect of changes in accounting principles 

Net income (loss) after Federal incame taxes and extraordinary items 























4/ Persons that have a direct or indirect equity interest in the fim equal to or 
greater than five percent of the firm's equity capital. 
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 





NAME OF BRORER-DEALER: 





FOR THE PERIOD (MM/DD/YY) FROM: _ _ 





STATEMENT OF REVENUE AND EXPENSE 
(Condensed Quarterly Report) 


REVENUES AMOUNT (S$) 
(Omit Cents) 


l. Cammissions on securities and commodities transactions 
2. Gains (losses) on firm securities and canmodities accounts: 
a. Retail mark-ups/mark-downs 
b. Interest and dividends 
c. Unrealized gains (losses) on investment accounts 
d.- All other gains (losses) on investment accounts 
e. All other realized gains (losses) 
f. All cther gains (losses) 
g- Subtotal (2a thru 2f) $ 
3. Gains (losses) fron investment banking and related activities 
4. Gross interest incane fram repurchase agreements and loans 
5. Floor brokerage and clearance income 
6. All other revenues 
7. Total revenues 









































EXPENSES 


8. Employment costs 
9. Gross interest expenses 
10. Floor brokerage, canmissions and clearance 
ll. Losses due to errors and bad debts 
12. Non-recurring charyes 
All other expenses 
Total expenses 























WANS 
INCOME 


Income (loss) before Federal incane taxes 

(Item 7 less Item 14) 

Provision for Federal income taxes (fer parent only) 
Equity in earnings (losses) of unconsolidated 
subsidiaries excluded above 

Extraordinary gains (losses) 

a. After Federal income taxes of $ 
Cumulative etfect of changes in accounting principles 
Net incane (loss) after Federal incane taxes and 
extraordinary items 
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 





NAME OF BROKER-DEALER: 





AS OF (MM/DD/YY): _ /_/__ 





[This report must be completed once each year as of December 31.] 
OPERATIONAL DATA 
Is the firm a member of the Securities Investor Protection Corporation? 


Does the firm send quarterly statements to customers pursuant to 
Rule 10b-16(b) in lieu of daily or immediate confirmations? 


Is the firm a subsidiary of a company ("parent") which is registered as 
a broker or dealer? 


Name of parent: 





Is the firm a2 subsidiary of a campany ("parent") which is not registered 
as a broker or dealer? 


Nane of parent: 





Number of branch offices operated by the firm at the end of the year. 
(Exclude the headquarters office.) 


Average number of persons cn the firm's payroll during the year. 


a. Firmn's owners 1/ 
b. Registered representatives: 

(1) With limited registration 

(2) With general sales registration 
c. All other income—producing employees 
d. All other employees 
e. Total employees 


Agyregate dollar amount of non-exempted, OTIC sales of exchange-listed 
securities effected by the firm during the year (Qmit cents). 





1/ Persons who have an equity interest jn the firm equal to or greater than 
five percent of the firm's equity capital. 
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A Broker or Dealer which does not make a market (either over the counter 
or on an exchange) in eny stock, warrant or option is not required to 
camplete the items below if the aggregate market value of the firm's 
securities and cammodities accounts (long positions plus short positions) 
is less than $25 million as of the report date. Average positions are 


to be determined by averaging the market value of overnight positions at 
the end of each month during the year. 





AVERAGE POSITIONS IN SECURITIES AND COMMODITIES 


LONG POSITIONS SHORT POSITIONS 
($000) ($000) 








l. Positions for market making 
On an exchange in: 


a. Listed stocks and warrants 








b. Listed options 








Positions for market making 
over-the-counter in: 


a. Listed stocks and warrants 








b. All other stocks and warrants 








other proprietary positions in: 


Stocks and warrants 








Options 








State and municipal government 
obligations 








U.S. and Canadian government 
obligations 








Bankers’ acceptances, certificates 
cf deposit and cammercial paper 








Corporate obligations 








All other securities 








h. Spot commodities 








4. Total (la thru 3h) 








1434/SEC DOCKET Volume 20, No. 18, September 23, 1980 





APPENDIX F 
FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 





NAME OF BROKER-DEALER: 


AS OF (MM/DD/YY): _ /_/__ 








[This report must be completed once each year as of December 31.] 


OPERATIONAL DATA 


Is the firm a member of the Securities Investor Protection Corporation? 


Does the firm send quarterly statements to customers pursuant to 
Rule 10b-10(b) in lieu of daily or immediate confimnations? 


Is the firm a subsidiary of a company ("parent") which is registered as 
a broker or dealer? 


Name of parent: 





Is the firm a subsidiary of a company ("parent") which is not registered 
as a broker or dealer? 


Name of parent: 





Number of branch offices operated by the firm at the end of the year. 
(Exclude the headquarters office. ) 


Average number of persons on the firm's payroll during the year. 


a. Fimi's owners 1/ 
b. Registered representatives: 

(1) With limited reyistration 

(2) With general sales registration 
c. All other income—producing employees 
d. All other employees 
e. Total employees 


Ayyregate dollar amount of non-exempted, OIC sales of exchange-listed 
securities effected by the firm during the year (Qnit cents). 





1/ Persons who have an equity interest in the firm equal to or greater than 
five percent of the firm's equity capital. 
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A Broker or Dealer which does not make a market (either over the counter 
or on an exchange) in any stock, warrant or option is not required to 
camplete the items below if the aggregate market value of the firm's 
securities and commodities accounts (lony positions plus short positions) 
is less than $25 million as of the report date. Average positions are 


to be determined by averaging the market value of overnight positions at 
the end of each month during the year. 





AVERAGE POSITIONS IN SECURITIES AND COMMODITIES 


LONG POSITIONS SHORT POSITIONS 
($000) ($000) 








Positions for market making 
on an exchange in: 


a. Listed stocks and warrants 








b. Listed options 








Positions for market makiny 
over-the-counter in: 


Listed stocks and warrants 








All other stocks and warrants 








other proprietary positions in: 


Stocks and warrants 








Options 








State and municipal government 
obliyations 








U.S. and Canadian government 
obliyations 








Bankers' acceptances, certificates 
of deposit and commercial paper 








Corporate obliyations 








All other securities 








Spot commodities 








Total (la thru 3h) 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17139/September 9, 1980 


A notice has been issued giving interested persons 
until September 30, 1980 to comment on the 
application of the Cincinnati Stock Exchange for 
unlisted trading privileges in the common stock 
($1.50 par value) of AMERICAN GENERAL 
CORPORATION. This stock is listed and registered 
on one or more other national securities exchanges 
and is reported on the consolidated transaction 
reporting system. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17140/September 9, 1980 


An order has been issued granting the application of 
BASIC RESOURCES CORPORATION to withdraw its 
common stock. ($.05 par value) from listing and 
registration on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17141/September 9, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY FILE NO. SR-MSE-80-8 


The Midwest Stock Exchange, Incorporated 
submitted on May 13, 1980, a proposed rule change 
under Rule 19b-4 to amend its recordkeeping 
requirement regarding transactions effected in 
margin accounts and to amend certain advertising 
rules to facilitate the period examination of member 
organizations designated to the Midwest Stock 
Exchange, Incorporated. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
September 15, 1980. In order to assist the 
Commission to determine whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary cf the Commission, 
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Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSE-80-8. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17142/September 11, 1980 


An order has been issued granting the application of 
SOUTHWEST FLORIDA BANKS, INC. to withdraw its 
common stock ($1 par value) and its preferred 
stock, ($2.1875 cumulative convertible, $1 par 
value) from listing and registration on the American 
Stock Exchange Inc. 








PUBLIC UTILITY HOLDING 
COMPANY ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21707/September 5, 1980 


In the Matter of 
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ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-6117) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
SHORT-TERM NOTES TO BANKS AND DEALERS IN 
COMMERCIAL PAPER; EXCEPTION FROM 
COMPETITIVE BIDDING 


Alabama Power Company (“Alabama”), an electric 
utility subsidiary of The Southern Company 
(“Southern”), a registered holding company, has 
filed post-effective amendments to the application- 
declaration in this proceeding, pursuant to Sections 
6, 7 and 12 of the Public Utility Holding Company Act 
of 1935 (“Act”), and Rules 45 and 50(a)(5) 
promulgated thereunder, as applicable to the 
proposed transactions. 


Alabama currently is negotiating to extend its 
Revolving Credit Agreement with a group of banks 
for a period of one year so that the expiration date 
thereof will be September 30, 1981, rather than 
September 30, 1980. The Revolving Credit 
Agreement provides a $500,000,000 line of credit. 
Alabama has additional lines of credit from other 
banks, principally in the State of Alabama, 
aggregating approximately $75,000,000 and issues 
commercial paper. Alabama now requests that its 
short-term borrowing authorization be extended 
through September 30, 1981 and be increased to 
permit a maximum aggregate principal amount 
outstanding at any one time of $575,000,000. 


In general, borrowings are in the form of unsecured 
promissory notes, of a maturity of nine months or 
less. Except for commercial paper, issued for much 
shorter periods, such notes are prepayable without 
penalty. The credit agreements give Alabama the 
right to refund maturing obligations, within the limits 
specified in those agreements. The base interest 
rate on the first $250,000,000 of borrowing under 
the Revolving Credit Agreement is 108% of the 
higher of the base rate of Citibank, or 1/2 of 1% 
above a defined commercial paper rate. The base 
rate will apply only if Alabama’s bond rating is 
upgraded to a single Acategory. An additional 1/4 of 
1% is added, as long as the bond rating is lower and 
increases 1/2 of 1% if rating drops below base. 
Borrowings about the $250,000,000 level cost 110% 
of the applicable rate. 


A two part commitment fee is charged, consisting of 
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7 %2% of the variable interest rate which is or would be 
applicable to the first $250,000,000 of borrowings 
and 10% of the rate applicable to the second 
$250,000,000, plus 1/2% of 1% on the unborrowed 
portion. No compensating balance is required. The 
local bank credit agreements generally require 
compensating balances of up to 20% of the amounts 
borrowed, and bear interest at the lenders’ prime 
rates. 


Based on the current Citibank rate of 10% per 
annum, Alabama’s current bond ratings and the 
approximate balance of $286 million as of July 31, 
1980, the effective interest rate under the Revolving 
Credit Agreement is 14.21% per annum. The 
effective interest rate on the local bank borrowings, 
based on an 11% prime rate and compensating 
balances of 20% of the amounts borrowed is 
approximately 13.75% per annum. 


The Revolving Credit Agreement was entered into as 
of March 31, 1978, pursuant to an order entered in 
this proceeding on March 24, 1978 (HCAR No. 
20469), which reserved jurisdiction over 
$250,000,000 of the authorized borrowings 
thereunder. Further orders on March 23, 1979 
(HCAR No. 20970), and August 16, 1979 (HCAR No. 
21188) were entered, the last reserving jurisdiction 
over the final $100,000,000. 


The capitalization of Alabama, at December 31, 
1979 and March 31, 1980 consisted of: 


December 31, March 31, 
1979 1980 
(in millions) 

Amount % Amount % 
Long-term debt $1,884 51.4 $1,883 50.4 
Interim obligation 353 9.6 394 10.5 
Current maturities 24 0.6 29 0.8 
2,261 61.6 2,306 61.7 
384 10.5 382 10.2 
1,023 27.9 1,050 28.1 
3,668 100.0 3,738 100.0 


Preferred stock 
Common equity 
Total 


Prolonged rate litigation had precluded long-term 
financing, except for common equity supplied by 
Southern and compelled a sharp curtailment of 
Alabama’s previously planned expenditures. Relief 
obtained in 1979 has permitted Alabama to develop 
a financial plan, based on bond and stock financing, 
which contemplates the payment of the 
accumulated borrowings in 1980 and a return to a 
normal level and cycle of short term borrowings and 
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security sales. The first $100,000,000 of new bonds 
were sold pursuant to the order of June 3, 1980 
(HCAR No. 21605) and an application-declaration 
for sale of the next series, of $150,000,000, is 
pending. Alabama’s gross capital addition budget is 
about $425 million for 1980, of which about $130 
million had been expended as of April 11, 1980, and 
its budget for the first three quarters of 1981 is about 
$370 million. 


The timing of the full financing program is subject to 
market conditions and other variable factors. 
Alabama states that the extension of the Revolving 
Credit Agreement and the borrowing authorization 
requested is necessary to permit it to cope with 
possible delays and contingencies. 


The Alabama Public Service Commission has 
authorized the proposed transactions. No other state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. The fees, commissions and expenses 
to be incurred in connection with the proposed 
transaction are estimated at $4,500. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21677), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
standards of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





Volume 20, No. 18, September 23, 1980 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21708/September 5, 1980 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
Parsippany, New Jersey 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 


METROPOLITAN EDISON COMPANY 
Reading, Pennsylvania 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 


(70-6443) 


ORDER AUTHORIZING ORGANIZATION OF A 
WHOLLY OWNED SUBSIDIARY FOR THE 
MANAGEMENT AND OPERATION OF NUCLEAR 
STATIONS 


General Public Utilities Corporation (“GPU”), a 
registered holding company, and its subsidiary 
companies named above have filed an application- 
declaration and amendments thereto with this 
Commission pursuant to Sections 6, 7,9, 10, 12(b), 
and 13(b) of the Public Utility Holding Company Act 
of 1935 (“Act”) and Rules 45 and 50(a)(3), and 86- 
95 promulgated thereunder regarding the following 
proposed transactions. 


GPU proposes to organize a new wholly owned 
subsidiary company to be known as GPU Nuclear 
Corporation (“NC”). NC will issue and GPU will 
purchase for cash 2,500 shares of NC’s common 
stock, at a price of $20 per share or an aggregate 
consideration of $50,000. If necessary, GPU will 
make open account advances to NC from time to 
time. The aggregate amount of such advances by 
GPU to NC outstanding at any time will be not more 
than $500,000. Interest on such open account 
advances will accrue at a rate equal to the current 
interest cost on GPU’s bank borrowings. Based on 
the current prime rate of 114%, the effective cost of 
such bank borrowings would be 12.21%. 


NC will be a service company and will not own or 
finance any nuclear or other utility assets. It is 
intended that NC will become responsible, on behalf 
of the owners and through contract with them, as 
and when necessary regulatory authorizations are 
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received, for the safe operation, maintenance, 
rehabilitation, design, construction, start-up and 
testing of all nuclear generating facilities owned by 
GPU System companies and related research and 
development. The purpose is to consolidate all 
resources of the GPU companies relating to nuclear 
matters in a single organization. GPU cites the 
Report of the President's Commission on the 
Accident at Three Mile Island and the Report of the 
NCR/TMI Special Inquiry which have stated that 
integration into one organization of management 
and operating responsibility for nuclear generating 
stations is desirable so that there will be a single 
organization with the requisite expertise to manage 
the integrated operation and maintenance of such 
stations. 


NC proposes to apply to the Nuclear Regulatory 
Commission (“NRC”) for operating licenses for the 
Oyster-Creek Nuclear Generating Station (“Oyster 
Creek”) owned and operated by Jersey Central 
Power & Light Company (“JCP&L”) and for the Three 
Mile Island Nuclear Plants, (“TMI”) jointly owned, 
but not presently operated and for which 
Metropolitan Edison Company (“Med-Ed”) is the 
present licensee and the operator under the existing 
TMI Operating Agreemerit among JCP&L, Met-Ed 
and Pennsylvania Electric Company (‘‘TMI 
Operating Agreement”). An amendment of the TMI 
Operating Agreement would be proposed inthe NRC 
proceeding, which would, among other things, make 
NC a party to the agreement and the operator of TMI. 
The NRC has broad jurisdiction over the operation of 
nuclear facilities. Both the timing and scope of NC’s 
activities will be governed by the terms and 
conditions of any licenses granted by the NRC and by 
its other regulatory requirements. Any such license 
will also be implemented by a specific operating 
agreement between NC and the owner or owners of 
the subject facility. And licensing will be for specific 
plants, so that NC’s functions may commence in 
stages. 


Shortly after the March 28, 1979 accident at Unit No. 
2 on TMI, the GPU System combined the technical 
staffs from Met-Ed and GPU Service Corporation 
(“Service”) to form the TMI Generation Group 
consisting of approximately 250 professionals 
assigned exclusively to activities at Units Nos. 1 and 
2 of TMI. This group, together with the technical staff 
of JCP&L that is presently responsible for the 
operation and maintenance of Oyster Creek, and 
approximately 800 of the non-professional 
employees of the various GPU System companies 
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will ultimately be transferred to NC, if and when it 
receives the necessary authorizations. The salaries 
and other costs of the present GPU System 
employees including pension and other employee 
benefits for such employees, will be included in NC’s 
operating costs. The aggregate salaries and costs of 
such employees to the GPU System during 1979 
amounted to approximately $25,000,000. NC may 
also engage consultants and contractors as needed 
for the discharge of its functions. 


NC will render service at cost, pursuant to Section 
13(b) of the Act. The costs will be accounted for and 
billed to the owners of the subject facilities as 
prescribed by Rules 91 and 93 and the system of 
accounts prescribed thereunder. In the case of NC 
services rendered for the TMI units, these costs will 
be determined and accumulated and allocated 
among the owners of TMI in proportion to ownership 
interests in TMI. 


NC’s initial function will be to seek from other 
regulatory agencies the licenses and authorizations 
required. It shall report its progress and activities 
under Rule 24, including the undertaking of any of 
the intended functions summarized above, as its 
authority to do so is established. The companies 
shall file with this Commission, at least 60 days 
before the taking of any such action, written notice of 
(1) the proposed transfer of employees to NC’s 
payroll, (2) proposed changes in the methods of 
allocation to be employed by NC, and (3) any other 
proposed material changes in the conduct and 
organization of NC’s operations, including related 
financial information. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$11,250. Amendment of the TM! and Oyster Creek 
operating agreement will require amendment of the 
TMI and Oyster Creek operating licenses issued by 
the Nuclear Regulatory Commission. The amended 
TMI operating agreement is subject to the 
jurisdiction of the Pennsylvania Public Utility 
Commission and the New Jersey Board of Public 
Utilities (“BPU”). The amended Oyster Creek 
operating agreement is subject to the jurisdiction of 
the BPU. No other state or federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said application-declara- 
tion has been giveninthe manner prescribed in Rule 
23 promulgated under the Act (HCAR No. 21610), 
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and no hearing has been requested of or ordered by 
the Cornmission. Upon the basis of the.facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted 
and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21709/September 5, 1980 


In the Matter of 


GEORGIA POWER COMPANY 
Atlanta, Georgia 


(70-6481) 
ORDER AUTHORIZING ACQUISITION OF 


UNDIVIDED OWNERSHIP INTERESTS IN COAL- 
FIRED GENERATING UNITS 


Georgia Power Company (“Georgia”), a public-utility 
subsidiary of The Southern Company, a registered 
holding company, has filed an application and 
amendments thereto with this Commission 
pursuant to Sections 9(a) and 10 of the Public Utility 
Holding Company Act of 1935 (“Act”) regarding the 
following proposed transactions. 


Georgia is currently the owner of a 23.5% undivided 
ownership interest in two 810 MWe nominally rated 
coal-fired generating units under construction in 
Monroe County, Georgia, to be known as the Robert 
W. Scherer Units Numbers One and Two 
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(collectively, the “Units”), the owner of an 83.5% 
undivided ownership interest in two additional 810 
MWe nominally rated coal-fired generating units 
under construction at the same site to be known as 
the Robert W. Scherer Units Numbers Three and 
Four (collectively, the “Additional Units’) and the 
owner of a 23.5% undivided ownership interest in 
certain property and facilities to be used in common 
by, or in connection with, the Units and the 
Additional Units (the “Common Facilities”). Georgia 
owns such interests in the Units, the Additional 
Units, and the Common Facilities as a tenant in 
common with Oglethorpe Power Corporation (An 
Electric Membership Generation & Transmission 
Corporation) (‘OPC’), the Municipal Electric 
Authority of Georgia, a public body corporate and 
politic and an instrumentality of the State of Georgia 
(“MEAG”), and the City of Dalton, Georgia, an 
incorporated municipality in the State of Georgia 
acting by and through its Board of Water, Light and 
Sinking Fund Commissioners (‘Dalton’), the 
percentage ownership interests of which are as 
follows: 


Additional 
Units Units 
60% -0- 
15.1% 15.1% 
1.4% 1.4% 


Common 
Facilities 
60% 
15.1% 
1.4% 


OPC 
MEAG 
Dalton 


Georgia proposes to purchase from MEAG and 
Dalton their respective 15.1% and 1.4% undivided 
ownership interests in the Additional Units and to 
sell to MEAG an additional 15.1% undivided 
ownership interest in the Units, pursuant to a Plant 
Robert W. Scherer Purchase, Sale and Option 
Agreement between Georgia and MEAG, dated as of 
May 15, 1980 (the “MEAG Purchase Agreement”), 
and a Plant Robert W. Scherer Purchase and Sale 
Agreement between Georgia and Dalton, dated as of 
May 16, 1980 (the “Dalton Purchase Agreement”). 
As a result of such purchases and sales, Georgia will 
own an 8.4% undivided ownership interest in the 
Units, a 100% undivided ownership interest in the 
Additional Units, and 23.5% undivided ownership 
interest in the Common Facilities; OPC will own a 
60% undivided ownership interest in the Units and in 
the Common Facilities; MEAG will own a 30.2% 
undivided ownership interest in the Units and a 
15.1% undivided ownership interest in the Common 
Facilities; and Dalton will own a 1.4% undivided 
ownership interest in the Units and in Common 
Facilities. Georgia will obtain a release of the 15.1% 
undivided ownership interest in the Units to be sold 
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to MEAG from the lien of Georgia’s First Mortgage 
Bond Indenture. 


The MEAG Purchase Agreement provides that at the 
closing, Georgia will pay to MEAG, as the purchase 
price for MEAG’s 15.1% undivided ownership 
interest to the Additional Units, an amount equal to 
the sum of (i) construction costs paid by MEAG 
through the date of the closing, plus (ii) MEAG’s 
other direct and indirect costs of acquiring its 15.1% 
ownership interest in the Additional Units, including 
legal costs and administrative and engineering 
overheads, properly and reasonably allocable to 
MEAQ’s 15.1% ownership interest in the Additional 
Units, plus (iii) interest cost in an amount equal to 
MEAG’s average weighted interest costs on the 
bonds issued by it, in principal amount equal to and 
properly and reasonably allocable to, MEAG’s 
investment in the Additional Units from the 
respective dates of issuance of such bonds to the 
closing. At the closing, MEAG will pay to Georgia, as 
the purchase price for MEAG’s acquisition of an 
additional 15.1% ownership interest in the Units, an 
amount equal to 15.1% of the cost incurred in the 
construction of the Units prior to closing. In addition, 
MEAG will pay to Georgia an amount in respect of 
Georgia’s cost of long-term borrowings incurred to 
finance such construction which will be computed 
by multiplying 15.1% of the total amount of cost 
incurred in the construction of the Units as of the 
end of each month times the interest rate of 
Georgia’s then most recent issue of first mortgage 
bonds, and such interest will be compounded 
monthly until the closing. The Dalton Purchase 
Agreement provides that the closing, Georgia will 
pay to Dalton, as the purchase price for Daiton’s 
1.4% ownership interest in the Additional Units, an 
amount equal to the sum of (i) construction costs 
paid by Dalton through the date of the closing, plus 
(ii) Dalton’s other direct and indirect costs of 
acquiring its 1.4% undivided ownership interest in 
the Additional Units, including financing and legal 
costs and administrative and engineering overheads 
properly and reasonably allocable to Dalton’s 
investment in the Additional Units, plus (iii) Dalton’s 
net interest costs on the bonds issued by it, in 
principal amount equal to, and properly and 
reasonably allocable to, Dalton’s investment in the 
Additional Units from the respective dates of 
issuance of such bonds until the closing. 


Assuming the closing of such purchases and sale 


were to take place on August 15, 1980, Georgia 
estimates that it would pay MEAG approximately 
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$2,196,000 for its 15.1% ownership interest in the 
Additional Units, that Georgia would pay Dalton 
approximately $202,000 for its 1.4% ownership 
interest in the Additional Units, and that Georgia 
would receive approximately $76,076,000 from 
MEAG for the 15.1% additional ownership interest 
which MEAG would acquire in the Units. Georgia 
expects to apply the net proceeds of such proposed 
transactions toward the cost of its construction 
program. 


Under the MEAG Purchase Agreement, Georgia has 
given MEAG an option to purchase a 15.1% 
undivided ownership interest in the Additional Units 
exercisable by MEAG on or before December 31, 
1990, but only following notice from Georgia to 
MEAG that the Additional Units will be built. Such 
option is subject, among other things, to Georgia’s 
sole discretion as to whether the Additional Units will 
be completed and the schedule for construction and 
completion thereof. MEAG may exercise such option 
either by selling Georgia a 15.1% undivided 
ownership interest in the Units and purchasing from 
Georgia a 15.1% undivided ownership interest inthe 
Additional Units or by purchasing from Georgia a 
15.1% undivided ownership interest in the 
Additional Units with no transaction involving the 
Units. MEAG must pay Georgia compensation forthe 
use of a 15.1% ownership interest in the Common 
Facilities in a declining amount which is a function of 
Georgia’s carrying costs for such ownership interest 
in the common facilities and the historical periodic 
expenditures for construction of the Common 
Facilities. Georgia has given MEAG an option to 
terminate such payments by purchasing an 
additional 15.1% undivided ownership interest in 
the Common Facilities. The application states that 
the Act is not applicable to any of the proposed or 
potential sales by. Georgia to MEAG or Dalton 
because MEAG is an instrumentality of the State of 
Georgia and Dalton is a subdivision of the State of 
Georgia within the meaning of Rule 44. 


No state and no federal commission, other than this 
Commission has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21668), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
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satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application, as amended, be, and it hereby is, 
granted, effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21710/September 8, 1980 


In the Matter of 


EASTERN EDISON COMPANY 
36 Main Street 
Brockton, Massachusetts 02403 


MONTAUP ELECTRIC COMPANY 
P.O. Box 391 
Fall River, Massachusetts 02722 


(70-6493) 


NOTICE OF PROPOSAL OF PARENT TO ISSUE AND 
SELL FIRST MORTGAGE BONDS AND PREFERRED 
STOCK AT COMPETITIVE BIDDING AND TO 
PURCHASE DEBENTURES TO BE ISSUED AND 
SOLD BY SUBSIDIARY 


NOTICE IS HEREBY GIVEN that Eastern Edison 
Company (“Eastern”), an electric utility subsidiary of 
Eastern Utilities Associates, a registered holding 
company, and Montaup Electric Company 
(‘“Montaup”), an electric utility subsidiary of Eastern, 
have filed an application-declaration and an 
amendment thereto with this Commission pursuant 
to the Public Utility Holding Company Act of 1935 
(“Act”) designating Sections 6, 7,9, 10 and 12 ofthe 
Act and Rule 50 promulgated thereunder as 
applicable to the proposed transactions. All 
interested persons are referred to the application- 
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declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


Eastern proposes to increase its capital stock in an 
amount up to $15,000,000 consisting of not in 
excess of 150,000 shares of its___-% preferred stock, 
par value $100 per share (“New Preferred Stock”), 
and to issue and sell such additional shares at 
competitive bidding. The proposed dividend rate 
(which shall be a multiple of .04% of the par value) 
and the price (which shall be not less than $100. nor 
more than $102.75 per share) for the New Preferred 
Stock will be determined by competitive bidding. 


It is stated that the New Preferred Stock will be 
redeemable as a whole or in part at a redemption 
price which shall be equal to the public offering price 
plus 100% of the annual dividend rate for the first 
five years, with that percentage declining to 75%, 
50% and 25% respectively, in the second, third and 
fourth five-year periods and to 10% thereafter, 
together in each case with accrued dividends. 
Redemption for the purpose of refunding at an 
effective interest or dividend cost less than the 
effective dividend cost to Eastern of the New 
Preferred Stock will be prohibited for the first five 
years, through September 30, 1985. The sinking 
fund provision will require Eastern to redeem at the 
initial public offering price plus accrued dividends 
6,000 shares on each October 1 beginning in 1985. 
This obligation will be cumulative. In addition, 
Eastern will have the right beginning October 1, 
1985, to redeem at the same price not more than an 
additional 6,000 shares each year. This right shall 
not be cumulative. There shall also be a prohibition, 
effective if and so long as a default exists on any 
obligation of Eastern with respect to the sinking fund 
for the New Preferred Stock, against Eastern’s 
paying any dividend or making any other distribution 
on junior stock (except dividends payable in shares 
of such junior stock) or acquiring for value any junior 
stock, otherwise than by exchange or use of 
proceeds forthwith from the contemporaneous 
issuance of junior stock. 


Eastern proposes to issue and sell at competitive 
bidding up to $15,000,000 principal amount of its 
first mortgage and collateral trust bonds, % 
Series (“New Bonds”). The maturity date of the New 
Bonds will be supplied by amendment. The 
proposed interest rate (which shall be a multiple of 
1/8 of 1%) and the price (which shall be not less 
than 100% nor more than 102-3/4% of the principal 
amount) will be determined through competitive 
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bidding. It is stated that the Supplemental Indenture 
relating to the New Bonds will contain a prohibition 
until October 1, 1985 against redemption of the New 
Bonds as a part of or in anticipation of any refunding 
at a lower effective interest cost. 


Montaup proposes to issue and sell to Eastern, and 
Eastern proposes to purchase at their principal 
amount plus accrued interest, up to $20,000,000 
principal amount of % Debenture Bonds due 
2010 (‘New Debenture Bonds”). The New 
Debenture Bonds will be dated October 1, 1980, will 
mature October 1, 2010, and will bear interest 
payable January 1, April 1, July 1, and October 1 in 
each year. The effective interest cost to Montaup will 
approximate the composite cost (including income 
tax effect) of the New Bonds and, to the extent 
utilized, the New Preferred Stock. In no case will 
such cost to Montaup exceed 15% per annum 
without express approval of the Commission. The 
New Debenture Bonds themselves will contain all of 
their terms and there will be no indenture or similar 
instrument governing them. 


The net proceeds to Eastern from the sale of the New 
Bonds and New Preferred Stock will be applied first, 
to the extent of $20,000,000, for the purchase of the 
New Debenture Bonds proposed to be issued by 
Montaup, second, to the extent of $5,000,000, for 
the reduction of short-term bank indebtedness 
incurred by Eastern for construction or incurred to 
repay earlier borrowings so incurred, and third, for 
the prepayment of a $5,000,000 portion of Eastern’s 
secured borrowing from Citibank, N.A. outstanding 
in the principal amount of $15,000,000. 


The net proceeds to Montaup from the sale of the 
New Debenture Bonds will be used to reduce short- 
term bank indebtedness incurred for construction 
(including facilities owned or to be owned in 
common with other utilities) or incurred to repay 
earlier borrowings so incurred. It is stated that bank 
borrowings of Montaup will be outstanding in the 
amount of approximately $39,200,000 at the time 
the New Debenture Bonds are issued. 


It is stated that the Department of Public Utilities of 
the Commonwealth of Massachusetts has 
jurisdiction over the proposed transactions and that 
the Department of Public Utility Control of the State 
of Connecticut may have jurisdiction over the 
proposed issuance and sale of the New Debenture 
Bonds by Montaup. No other state commission and 
no federal commission, other than this Commission, 
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has jurisdiction over the proposed transactions. The 
fees and expenses to be incurred in connection with 
the proposed transactions will be supplied by 
amendment. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 3, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said application-declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated addresses and proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
amended or as it may be further amended, may be 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21711/September 10, 1980 


In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-6472) 


MEMORANDUM OPINION AND ORDER 
AUTHORIZING ISSUANCE AND SALE OF FIRST 
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MORTGAGE BONDS AND PREFERRED STOCK AT 
COMPETITIVE BIDDING AND DENYING A REQUEST 
FOR HEARING 


Alabama Power Company (“Alabama”), an electric 
utility subsidiary of The Southern Company, a 
registered holding company, has filed an application 
and amendments thereto with this Commission 
pursuant to Section 6(b) of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rule 50 
promulgated thereunder regarding the proposed 
transactions. Alabama has applied for authority to 
issue and sell, by competitive bidding, up to 
$300,000,000 principal amount of First Mortgage 
Bonds (“New Bonds”) and up to $100,000,000 
aggregate stated value of its preferred stock. Notice 
of Alabama’s proposal was duly published in the 
manner prescribed by Rule 23 under the Act (HCAR 
No. 21649, July 3, 1980) and objections and a 
request for a hearing have been filed, as discussed 
below. 


Alabama is the principal electric utility in the state of 
Alabama, providing retail service to rural areas and 
over 800 communities, including the cities of 
Birmingham, Mobile, Montgomery, Gadsden, 
Tuscaloosa and Anniston. Alabama also provides 
wholesale service to 16 municipalities and 11 rural 
distributing cooperative associations. Its net utility 
plant at March 31, 1980, was about $4 billion, 
including about $1 billion of construction in 
progress. 


Up to $150,000,000 of the new Bonds have been 
scheduled for issue and sale in September, 1980.' In 
that event, the balance will be issued and sold in one 
or more series from time to time not later than 
February 28, 1981. Each series of new Bonds will 
have a term of not less than five nor more than 30 
years and will be sold at competitive bidding for the 
best price to Alabama obtainable but not for less 
than 98% nor more than 101-3/4% of the principal 
amount thereof, at an interest rate fixed by 
competitive bidding.” 


Alabama will fix a maximum amount of bonds to be 
offered in its invitation for proposals under Rule 
50(b). It may defer specifying the maturity date, and 
prospective bidders will be notified of the selected 
maturity date by telephone, confirmed in writing, not 
less than 24 hours prior to the time of bidding, if the 
right to do so is reserved in the invitation. It may also 
reduce the amount of bonds to be offered in the 
same manner. Unless the shorter period is specified 
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in the invitation, such notices will be given not less 
than 72 hours before the time of bidding. 


Alabama also proposes to sell its $100,000,000 of 
preferred stock in one or more series, but not later 
than February 28, 1981. The sale will be for the best 
price attainable, but not less than 100% or more than 
102% of the stated value per share, which will also be 
the public offering price per share. The dividend rate 
for each series will be fixed by competitive bidding, 
as will the purchaser’s compensation, to be paid by 
Alabama to the successful bidders for purchasing 
and reoffering .each share to the public. The 
procedure for competitive bidding follows that for 
the new Bonds with respect to the number of shares 
to be offered in each series, and as to whether the 
terms of a series are to include a cumulative sinking 
fund of not more than 5% annually of the number of 
shares of the series originally issued. Such a sinking 
fund will commence 5 or more years after the sale, 
with a non-cumulative option, on any sinking fund 
date, of redeeming an additional like number of 
shares. 


Alabama lost the coverage required to issue bonds 
after March 1978, and for preferred stock after 
1977. Largely as a result of prolonged difficulties in 
securing what it considered sufficient rate relief,’ 





‘The new Bonds will be first mortgage bonds, issued 
under and secured by Alabama’s Indenture, dated 
January 1, 1942, as amended, and as to be further 
amended, by supplemental indentures for each 
series, dated as of the first day of the month in which 
the bonds are issued. 


“The effective interest rate, which is the cost to 
Alabama, is a function of the stated interest rate and 
the premium or discount. The purchaser will also 
pay accrued interest from the date of the bond, 
always the first of a month, to the date of the 
purchase. 


3The terms of the bonds and preferred stock will 
include the customary restrictions on refundability 
or redemptions at a lower cost of money. 


4A rate increase estimated to produce annual 
revenues of $210 million was declared void on 
procedural grounds by the Alabama Supreme Court 
in an order issued on November 22, 1978. In 
December Alabama applied to the Alabama Public 
Service Commission (PSC) for a rate increase 
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Alabama has not been in a position to meet 
indenture requirements for the issue of bonds or 
charter provision for the issue of preferred stock. Its 
bond indenture provides a coverage test based on 
actual earnings for 12 consecutive months of the 15 
months immediately preceding the issue. It 
requires, in substance, that 110%° of the 12 months 
operating income, before income taxes, be at least 
twice the annual bond interest, including interest on 
the bonds to be issued. A similar coverage of one and 
a half times is required for preferred stock. That ratio 
relates net income before interest expense, with the 
total annual interest and preferred stock dividend 
requirements. 


Unable to proceed with long-term or permanent 
financing, Alabama was forced to rely on short-term 
loans under a revolving credit agreement with a 
group of banks to finance its capital requirements.® 
We authorized these short-term loans, by 
appropriate orders,’ and interim borrowings 
reached $394 million, more than 10% of Alabama’s 
capitalization, at March 31, 1980. These loans bear 
variable rates, and proved to be extremely expensive 
in the recent period of exceptionally high prime bank 
rates. Alabama’s needs were supplemented by 
Southern, which provided $47.2 million of common 
equity in 1978, $66.4 million in 1979 and $33 
million in the first quarter of 1980. Interim 
borrowings and Southern’s investment in common 
equity were about $540 million, of which Southern’s 


contribution was about 27%, alittle below the normal 
30%. 


Alabama’s revenues and income have improved in 


1979 and more in 1980 as shown in the following 
table: 


(In Millions) 
12 
months 
ended 
June 30, 
1979 1980 
$1,164 $1,238 


1978 

Operating revenues $1,014 

Operating income before 

income taxes 186 265 

Other income (a) 83 98 
Provision for income 


taxes 


322 
120 


(25)b 
(170) 

Net income $74 
Preferred dividends (31) 


Net $43 


(59)b 
(216) 
$88 
(31) 
$57 


(87) 
(243) 
$112 

(31) 

$81 


Interest expense 
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a Principally allowance for funds used during construction. 


b Deferred tax accounting, after crediting actual tax refunds of 
$8.8 million in 1978 and $3.1 million in 1979. 


Rising revenues and income, due to the rate 
increases in 1979, allowed Alabama to sell $100 
million of bonds in June of this year®; and up to $150 
million of bonds will be offered this month. Alabama 
proposes to sell the balance of the bonds and up to 
$100 million of preferred stock later on in one or 





Footnote 4 continued 


estimated to yield yearly additional revenues of 
about $289 million. On March 6, 1979, PSC granted 
an emergency increase of about $82 million, 
effective March 9. On July 19, this emergency 
increase was made permanent by an order of PSC 
which also granted additional increases, one 
effective immediately and the balance effective 
January 1, 1980. Total increases so granted 
amounted to $208 million in annual revenues. On 
appeal, the Alabama Supreme Court by order issued 
on October 19, 1979 permitted, subject to refund, 
collection forthwith of the revenues PSC had 
deferred to 1980. In December Alabama filed rate 
schedules for an additional increase of about $123 
million in revenues. PSC allowed only an increase of 
about $31 million effective August 1, 1980, but the 
Alabama Supreme Court, on August 13, allowed, 
subject to refund, collection of the full amount that 
Alabama had requested. Approximately $16.1 
million of revenues collected in 1979 were subject to 
refund. 


5More precisely, the test includes both operating 
income and “other income”, but limits inclusion of 
other income to not more than 10% of operating 
income. Since other income, which includes 
allowance for funds during construction, is normally 
well above that limit, the mathematical test is 
equivalent to 110% of operating income. 


6This agreement expires September 30, 1980, and 
we have autorized its extension for another year, 
Alabama Power Co. HCAR No. 21707 (September 5, 
1980). 


7Alabama Power Co. HCAR Nos. 20970 (March 23, 
1979) and 21188 (August 16, 1979). 


8Alabama Power Co., HCAR No. 21605 (June 3, 
1980). 
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more series, but no later than next February, as full- | 


year results of last October’s rate increases are 
realized in terms of revenues and income and if, as 
in every case, market conditions are receptive to 
these offerings. The proposed financing and the 
rising revenues and income would also improve 
Alabama’s cash flow over the 14 months ending 
February 28, 1981. The following table shows 
Alabama’s cash flow estimates for that period: 


Four 
Months 
Actual 


Ten 
Months _ Fourteen 
Estimated Months 
To To 
2/28/81 2/28/81 


To 
4/30/80 


Sources of funds: 

First Mortgage bonds $— $400 $400 
Pollution control 8 12 
Capitalized leases (8) 19 
Preferred stock 100 98 
Common equity 96 146 

Net financing $596 $671 
Short-term obligations (415) (353) 
Internal sources 188 182 

Funds available $369 $500 


Particularly noteworthy is the substantial increase in 
funds available from internal sources and the 
retirement of short-term obligations by the sale of 
bonds and preferred stock. The revolving credit 
agreement, extended for another year, will continue 
to be available and to provide capital funds for 
interim needs pending long-term or permanent 
financing.? The major generating facilities under 
construction, their planned completion date and 
projected costs and expenditures as estimated by 
Alabama (as of July 18, 1980) are: 


Expenditures 
(in millions) 
Name- Planned 
capacity Comple- 
mw tion Through 
date 1979 1980 Balance Total 
1980 $553 $118 $49 $720 
1983 88 17 76 181 
1983 133 48 188 369 
$774 $183 $313 $1,270 


Estimated 


Farley (Nuclear) 860 
Harris (Hydro) 135 
Miller No. 2 (Coal)a 660 


a Two other units of the same size at Miller are planned for 1985 
and 1987, but are in early stages. 


The 1980 budget also includes $41 million of work 
on the other two Miller units and $59 million of 
additions and improvements to existing generation 
facilities, including completion of the Walter Bouldin 
Dam. The balance of the capital is for new business 
and for transmission and distribution plant and 
general facilities. 


Three shareholders of Southern and a residential 
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customer of Alabama (“complainants”) have filed 
objections to Alabama’s proposed bond and 
preferred stock financing and request that a hearing 
be held before any authorization is granted. Their 
major contentions are: (1) the construction program 
to be financed through the proposed securities sales 
is “clearly excessive and grossly improvident”; and 
(2) that before approving or disapproving Alabama’s 
application this Commission is required to prepare 
an environmental impact statement under the 
National Environmental Policy Act of 1969 
(“NEPA”). 


Less than two months ago we published our decision 
authorizing a stock issue by Southern, Alabama's 
parent.!° Three stockholders of Southern filed 
objections and requested a hearing, contending that 
the construction program of the Southern system for 
1980-81 (which includes Alabama) is excessive and 
improvident and that NEPA requires that we prepare 
an environmental impact statement. We denied 
their request for a hearing, and in an extensive 
discussion determined that the issues they raised 
were not pertinent to the authorization that the Act 
requires for financing proposals of a registered 
holding company or its subsidiaries. The same three 
shareholders, joined by a customer of Alabama, now 
repeat the same contentions in this proceeding, 
almost in haec verba. We will deny their request for a 
hearing on these issues for the reasons stated in our 
decision in Southern, to which complainants do not 
make reference. 


In the case of Alabama, moreover, the need for the 
facilities under construction, to which the proposed 
financing is related, is not an open question. 
Alabama law requires the Alabama Public Service 
Commission to determine that these facilities are 
necessary to provide adequate service to Alabama’s 
customers. It provides that, except for ordinary 
extensions of existing systems in the usual course of 
business, no electric utility may construct facilities 
for the production, transmission, or distribution of 
electric energy without first applying to the PSC for a 





°This pattern of construction financing has become 
common practice for utilities. See Georgia Power 
Co., 45 SEC 610, 613 (1974). 


The Southern Company, et al., HCAR No. 21665 
(July 24, 1980). 
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certificate of convenience and necessity and the 
grant of such certificate.!! Alabama states that it has 
received the required certificates for the facilities in 
question. 


The PSC also has jurisdiction over Alabama’s 
security issues. On October 21, 1979, the PSC 
authorized Alabama to issue in 1980 and 1981 upto 
$150 million of preferred stock and up to $450 
million of its first mortgage bonds, and make short 
term borrowings. The object of these financings was: 


“..to provide a portion of the funds required by 
it for acquiring or constructing plants, 
properties, permanent improvements, 
extensions or additions to the property used or 
to be used by it in its public utility business, and 
to provide for its lawful obligations already 
incurred and to be incurred in respect of public 
utility purposes (including, among others, the 
satisfaction, of certain maturing bonded debt 
and the repayment of short term borrowings as 
more fully set forth below), such securities to 
be in addition to securities heretofore issued 
and sold pursuant to Commission auth- 
orization.” 


Section 6(b) of the Act requires express approval of 
the proposed financing by the State Commission as 
an essential condition for the grant of the 
application. 


Complainants state that Alabama’s return on equity 
has been inadequate since 1976, noting that its 
1979 rate of return was 5.82% compared to 12.21% 
earned by Georgia Power Co., also a subsidiary of 
Southern. There is no dispute as to Alabama’s 
difficulties during 1977-79, but complainants ignore 
the rate adjustments granted to Alabama in 1979 
and the benefits of the new rates to Alabama, as 
noted previously. 


The proposed financing effectively deals with 
Alabama’s short term debt, whose refunding, long 
overdue, has been delayed by lack of the required 
coverages that the 1979 rate increases are to 
provide. This is readily indicated by Alabama’s 
Capitalization at March 31, 1980: 


(in millions) 
March 31, 1980 


Amount % 
First mortgage bonds 


Pollution control obligations 
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Capitalized leases 
Current portion 

Long-term debt 

Interim obligations and current 
maturities 


50.4 


Lies 
10.2 
28.1 


The $400 million of bonds, including the $100 
million sold in June, would replace an approximately 
equal amount of interim obligations. The new $100 
million of preferred stock and a budgeted $113 
million of common equity!* would supplement the 
$146.6 million of common equity supplied at the 
time of the $400 million of interim borrowings. 


Complainants urge that Alabama’s senior financing 
be indefinitely suspended until Alabama has 
actually realized the necessary additions to equity 
and attained rates of return comparable to those of 
Southern’s other subsidiaries. As developed above, 
Alabama has received rate adjustments to provide a 
sufficient return on equity to permit the proposed 
financing over the next six months. If the expected 
results are not realized, the coverage tests will limit 
the sale of bonds and preferred stock to amounts 
supported by actual earnings. Accordingly, no 
hearing on income forecasts is needed relative to the 
proposed financing. 


We do not have jurisdiction to define an adequate 
rate of return on equity for Alabama, nor can we 
prohibit Alabama from financing its business as a 
public utility company in accordance with the 
standards of the Act even if we were not satisfied with 
the rate policies of the State of Alabama. The Act 
does not and cannot require either that all operating 
subsidiaries continuously produce the same rate of 
return, or that the holding company invest only in 
whichever of its subsidiaries is currently producing 
the highest rate of return. In an interstate holding 
company system, the subsidiaries are necessarily 





Code of Alabama (1975), §37-4-28. The PSC may 


grant or deny the application, but only after a public 
hearing. 


2The $146 million for the 14 months from January 1, 
1980 to February 28, 1981, includes $33 million 
contributed before the balance sheet date, March 
31, 1980. In April, $17 million was contributed and 
$96 million remains. 
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subject to the rate and regulatory policies of their 
respective states, and fluctuations in relative 
profitability are inevitable. 


The Southern system, as required by the Act, 
comprises a single interconnected and coordinated 
electric system, the members of which are 
_interdependent. Southern’s principal function under 
the Act is to provide the subsidiaries with common 
equity as required, and the proposed financing is 
directed to curing critical financial problems of 
Alabama. The suggestion that the financing pro- 
gram be deferred makes no financial or statutory 
sense. The cost of the delay that complainants want 
would not be in the interest of Alabama or Southern 
as the common stockholder of Alabama. 


An amendment, filed by complainants on August 12, 
1980, objects to Alabama’s request “that there be no 
30 day waiting period in any case between the dates 
of the Commission’s orders and the date on which 
they are to become effective.” The order herein is 
entered under Rule 23(c) and becomes effective 
immediately upon issuance since the period 
prescribed in our notice has already expired. If the 
order is a “substantive rule’ under the 


Administrative Procedure Act (“APA”) and subject to 
the 30-day provision prescribed by 5 USC 553(d) 


thereof, Alabama is excepted from that requirement 
by subparagraph (1) of that subsection.'° 


Alabama’s proposed financing meets the 
requirements of Section 6(b) of the Act. The security 
issues proposed by Alabama are solely for the 
purpose of financing the business of Alabama and 
have been expressly authorized by the State 
commission in which Alabama is organized and is 
doing business. Our order, accordingly, will 
authorize the issue and sale, by competitive bidding, 
of $300 million of First Mortgage bonds and $100 
million of preferred stock in one or more series, as 
proposed by Alabama, subject to the terms and 
conditions prescribed in Rule 24 under the Act. The 





13The APA definition of a “rule”, 5 USC 551(4) 
“includes the approval or prescription for the future 
of. . .corporate or financial structure. . .” Orders 
under Section 6 and 7 of the Holding Company Act 
cannot reasonably be considered ad hoc rules, but 
there has been sufficient verbal uncertainty for 
applicants routinely to claim the exception provided 
by the APA. 
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registration statement with respect to each series, 
filed with us under the Securities Act of 1933, shall 
also be filed in this proceeding. 


The fees, commission and expenses to be incurred 
in connection with the proposed initial bond sale are 
estimated at $475,000, including legal fees of 
$46,000 and accountants’ fees of $21,000. The fee 
of counsel for purchasers of the bonds is estimated 
at $22,000 and is to be paid by the successful 
bidders. The record is incomplete with respect tothe 
subsequent security issues and jurisdiction will be 
reserved. 


Alabama has reserved the right to apply for an 
exception to the competitive bidding requirements 
of Rule 50 with respect to the sale of any of the series 
of bonds or preferred stock. Such an exception 
would be justified only in circumstances not 
presently foreseeable. But we will reserve 
jurisdiction over such possible applications. 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that the 
application, as amended, be, and it hereby is, 
granted effective forthwith with respect to the issue 
and sale, by competitive bidding, of $300 million of 
First Mortgage Bonds and $100 million of preferred 
stock, as aforesaid, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act; and 


IT |S FURTHER ORDERED, that jurisdiction be, and it 
hereby is, reserved with respect to: 


(1) any post-effective amendment Alabama may file 
for an exception from the competitive bidding 
requirements of Rule 50; 


(2) Any change in the terms of the draft supple- 
mental indenture or in the draft charter amendment 
with respect to the preferred stock, both as now on 
file in this proceeding; 


(3) Fees and expenses with respect to the sale of the 
security issues other than the initial series of the 
First Mortgage Bonds; and 


IT IS FURTHER ORDERED that the request for a 
hearing be, and it hereby is, denied. 


By the Commission. 
George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11338/September 9, 1980 


In the Matter of 


NEW HAVEN CORPORATION 
54 Meadow Street 
New Haven, Connecticut 06506 


(811-2867) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE INVESTMENT COMPANY ACT 
OF 1940 FOR AN ORDER DECLARING THAT 
APPLICANT HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that New Haven 
Corporation (“Applicant”), registered under the 
Investment Company Act of 1940 (“Act”) as a non- 
diversified, closed-end, management investment 
company filed an application on August 18, 1980, 
pursuant to Section 8(f) of the Act, for an order of the 
Commission declaring that Applicant has ceased to 
be an investment company as defined in the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant, a Delaware corporation, registered under 
the Act on August 30, 1978. It has never engaged ina 
public offering of shares of its securities and does 
not propose to make a public offering. Accordingly, 
Applicant has not filed any registration statements 
pursuant to the Securities Act of 1933. 


The application states that Applicant currently has 
no securityholders. The Applicant also states that it 
has no assets or liabilities. Applicant further states 
that it is not a party to any litigation or administrative 
proceeding. The Applicant's Registration Statement 
(Form N-8B-1), Item 9) reported that Applicant was 
expected to succeed to the assets of the New York, 
New Haven and Hartford Railroad Co., Debtor (the 
“New Haven”), inconnection with implementation of 
the Plan of Reorganization of the New Haven 
(‘Plan’). However, aS approved by the 
Reorganization Court, such Plan does not 
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contemplate utilization of Applicant. 


The application further states that Applicant will not 
engage in any business activities pending 
consummation of the Plan. Finally, Applicant states 
that it has not within the last eighteen months 
transferred any of its assets to a separate trust the 
beneficiaries of which were or are securityholders of 
Applicant. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
company has ceased to be an investment company, 
it shall so declare by order, and upon the 
effectiveness of such order the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 6, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as tothe nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing, 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 


of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11339/September 9, 1966 


In the Matter of 


NATIONAL MUNICIPAL TRUST 

NATIONAL MUNICIPAL TRUST, SPECIAL TRUSTS 
THOMSON McKINNON SECURITIES, INC. 

PIPER, JAFFRAY & HOPWOOD INCORPORATED 
c/o Thomson McKinnon Securities Inc. 

One New York Plaza 

New York, New York 10004 


(812-4723) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR ORDER AMENDING 
PRIOR ORDER OF EXEMPTION FROM SECTION 
22(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that National Municipal 
Trust, National Municipal Trust, Special Trusts, 
Thomson McKinnon Securities, Inc. and Piper, 
Jaffray & Hopwood Incorporated (“Applicants”) filed 
an application on August 27, 1980, for an order of 
the Commission pursuant to Section 6(c) of the 
Investment Company Act of 1940 (“Act”) amending 
a prior order (“Prior Order’) which exempted 
Applicants from Section 22(d) of the Act to permit 
mandatory redemption of reinvestment units at the 
time of a unitholder’s withdrawal from or in the event 
of termination of the National Municipal Trust 
Reinvestment Program (“Reinvestment Program”). 
The Prior Order was issued on April 14, 1978 
(Investment Company Act Release No. 10207). All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


National Municipal Trust and National Municipal 
Trust, Special Trusts (collectively referred to as the 
“Municipal Trusts”) are unit investment trusts as 
defined in the Act which have been sponsored by 
Thomson McKinnor Securities Inc. and Piper, 
Jaffray & Hopwood Incorporated (collectively 
referred to as the “Sponsors”). The objectives of the 
Municipal Trusts are tax-exempt income and 
conservation of capital through an investment in a 
diversified portfolio of tax-exempt bonds. All of such 
bonds are obligations issued by or on behalf of 
states, counties, territories, possessions and 
municipalities of the United States and/or 
authorities, agencies, instrumentalities or political 
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subdivisions thereof, the interest on which in the 
Opinion of counsel to the various issuers of such 
bonds is exempt from all federal income taxes under 
existing law. 


On March 21, 1978 a notice was issued by the 
Commission (Investment Company Act Release No. 
10170) of an application filed by National Municipal 
Trust pursuant to Section 6(c) of the Act for an order 
of the Commission exempting the Applicants from 
the provisions of Section 22(d) of the Act to the 
extent necessary to permit the Applicants to offer to 
unitholders of the Municipal Trusts the opportunity 
to participate in the Reinvestment Program at no 
additional sales charge. The Commission issued an 
order of exemption on April 14, 1978 (Investment 
Company Act Release No. 10207) granting the 
Applicants the relief requested from Section 22(d) of 
the Act. Applicants request an amendment of the 
Prior Order to add a provision to the Reinvestment 
Program which would authorize the mandatory 
redemption of reinvestment units by the trustee at 
the time a unitholder withdraws from the 
Reinvestment Program or the Program is terminated 
at the then current redemption price per 
reinvestment unit. 


Applicants assert that the mandatory redemption 
provision is intended to prevent an increase in the 
expenses of the individual series of the Municipal 
Trusts resulting from the use of such series as 
instruments for reinvestment. Under the current 
Reinvestment Program, distributions of the principal 
and interest for reinvestment units are normally 
reinvested in additional reinvestment units at no 
cost to the individual series. If a unitholder 
withdraws from the Reinvestment Program, 
however, the Trustee would no longer reinvest 
principal and interest distributions in additional 
reinvestment units but would be required to mail 
such distributions each month to the holder of such 
reinvestment units. Applicants contend that it is 
therefore necessary to authorize the trustee to 
redeem reinvestment units at the time a unitholder 
withdraws from the Reinvestment Program or at the 
termination of the Reinvestment Program in order to 
prevent an increase in the costs of the respective 
series represented by the reinvestment units. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission may, upon application, 
conditionally or unconditionally exempt any person, 
security or transaction, or any class or classes of 
persons, securities or transactions from any 
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provisions of the Act or of any rule or regulation 
thereunder, if and to the extent that such exemption 
is necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 3, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof 
of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11340/September 9, 1980 


In the Matter of 


BONDSTOCK CORPORATION 
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1100 One Washington Plaza 
Tacoma, Washington 98402 


(811-502) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Bondstock Corporation (“Applicant”), registered 
under the Investment Company Act of 1940 (“Act”) 
as a diversified, open-end, management investment 
company, filed an application on May 19, 1980, and 
an amendment thereto on August 12, 1980, for an 
order of the Commission, pursuant to Section 8(f) of 
the Act, declaring that Applicant has ceased to bean 
investment company as defined by the Act. 


On August 11, 1980, a notice was issued 
(Investment Company Act Release No. 11299) ofthe 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company 
as defined by the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration under the Act of Bondstock 
Corporation shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Reiease No. 11341/September 9, 1980 


In the Matter of 

O.N. MARKET YIELD FUND, INC. 
P.O. Box 237 

Cincinnati, Ohio 45201 


(812-4669) 
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ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM THE PROVISIONS 
OF SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER 


O.N. Market Yield Fund, Inc. (‘Applicant’), 
registered under the Investment Company Act of 
1940 (“Act”) as an open-end, non-diversified, 
management investment company, filed an 
application on April 22, 1980, and amendments 
thereto on June 23, 1980, and July 11, 1980, 
requesting an order of the Commission, pursuant to 
Section 6(c) of the Act, exempting Applicant from 
the provisions of Section 2(a)(41) of the Act and 
Rules 2a-4 and 22c-1 thereunder, to the extent 
necessary to permit Applicant's assets to be valued 
at amortized cost. 


On August 11, 1980, a notice (Investment Company 
Act Release No. 11298) was issued of the filing of 
said application. The notice gave interested persons 
an opportunity to request a hearing and stated that 
an order disposing of the application would be 
issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, and 
the Commission has not ordered a hearing. 


The matter having been considered, it is found that 
the granting of the requested exemptions is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the 
provisions of Section 2(a)(41) of the Act and Rules 
2a-4 and 22c-1 thereunder, to the extent requested, 
be, and hereby is, granted, effective forthwith, 
subject to the following conditions to which 
Applicant has consented: 


1. Applicant will limit its portfolio investments, 
including repurchase agreements, to those United 
States dollar denominated instruments which its 
Board of Directors determines present minimal 
credit risks, and which are of “high quality” as 
determined by any major rating service or, in the 
case of any instrument that is not rated, of 
comparable quality as determined by the Board of 
Directors. 


2. Applicant will maintain a dollar weighted average 
portfolio maturity appropriate to its objective of 
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maintaining a stable net asset value of $10.00 per 
share; provided, however, that Applicant will neither 
(a) purchase any instrument with a remaining 
maturity of greater than one year, nor (b) maintain a 
dollar weighted average portfolio maturity in excess 
of 120 days.! 


3. In supervising Applicant's operations and 
delegating special responsibilities involving 
portfolio management to Applicant’s investment 
adviser, the Board of Directors undertakes—as a 
particular responsibility within the overall duty of 
care owed to its shareholders—to establish 
procedures reasonably designed, taking into 
account current market conditions and Applicant’s 
investment objective, to stabilize Applicant’s net 
asset value per share, as computed for the purpose 
of distribution, redemption and repurchase, at 
$10.00 per share. 


4. Included within the procedures to be adopted by 
Applicant’s Board of Directors shall be the following: 


(a) Review by the Board of Directors, as it deems 
appropriate and at such intervals as are reasonable 
in light of current market conditions, to determine 
the extent of deviation, if any, of the net asset value 
per share as determined by using available market 
quotations from Applicant’s $10.00 amortized cost 
price per share, and the maintenance of records of 
such review. 


(b) In the event such deviation from the $10.00 
amortized cost price exceeds 1/2 of 1 percent, a 
requirement that the Board of Directors will 
promptly consider what action, if any, should be 
initiated. 


(c) Where the Board of Directors believes the extent 
of any deviation from Applicant’s $10.00 amortized 
cost price per share may result in material dilution or 
other unfair results to investors or existing 
shareholders, it shall take such action as it deems 
appropriate to eliminate or to reduce to the extent 





‘In fulfilling this condition, if the disposition of a 
portfolio instrument results in a dollar weighted 
average portfolio maturity in excess of 120 days, 
Applicant will invest its available cash in such a 
manner as to reduce its dollar weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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reasonably practicable such dilution or unfair 
results, which action may include: redemption of 
shares in kind; selling portfolio instruments prior to 
maturity to realize capital gains or losses, or to 
shorten Applicant's average portfolio maturity; 
withholding dividends; or utilizing a net asset value 
per share as determined by using available market 
quotations. 


5. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in paragraph 3 above, and 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years in 
an easily accessible place) a written record of the 
Board of Directors’ considerations and actions taken 
in connection with the discharge of its 
responsibilities, as set forth above, to be included in 
the minutes of the Board of Directors’ meetings. The 
documents preserved pursuant to this condition 
shall be subject to inspection by the Commission in 
accordance with Section 31(b) of the Act, as if such 
documents were records required to be maintained 
pursuant to rules adopted under Section 31(a) of the 
Act. 


6. Applicant will include in each quarterly report, as 


an attachment to Form N-1Q, a statement as to 
whether any action pursuant to paragraph 4(c) 
above was taken during the preceding fiscal quarter 
and, if any such action was taken, will describe the 
nature and circumstances of such action. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11342/September 9, 1980 


In the Matter of 

UCB FINANCIAL SERVICES, LTD. 
c/o United California Bank 

707 Wilshire Boulevard 

Los Angeles, California 90017 


(812-4297) 
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ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM ALL PROVISIONS OF 
THE ACT. 


UCB Financial Services, Ltd. (“Applicant”), filed an 
application on April 27, 1978, and amendments 
thereto on June 26, 1979, and May 16, 1980, for an 
order of the Commission, pursuant to Section 6(c) of 
the Investment Company Act of 1940 (‘Act’), 
exempting Applicant from all provisions of the Act. 


On July 31, 1980, a notice was issued (Investment 
Company Act Release No. 11282) of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from. all 
provisions of the Act be, and hereby is, granted, 
effective forthwith, subject to the express condition 
that Applicant shall comply with its undertakings: 
(1) to insure that each offeree of the Short-Term 
Notes (which are described in the application, and 
which will be guaranteed by United California Bank 
and offered for sale in Canada) will be provided with 
a disclosure memorandum at least as 
comprehensive as memoranda customarily used in 
connection with the issue of bank guaranteed short- 
term notes in Canada; (2) to insure that a similar 
memorandum will be provided to each offeree in 
connection with any offering in the United States of 
short-term notes not guaranteed by United 
California Bank and not requiring registration 
pursuant to the Securities Act of 1933 (“1933 Act”) 
(such memorandum will be at least as 
comprehensive as those customarily used in 
connection with the issuance of short-term notes in 
the United States and will include a description of 
material differences between United States and 
Canadian generally accepted accounting principles, 
if any); (3) to register pursuant to the 1933 Act any 
public offering of long-term debt securities in the 
United States and to comply with the prospectus 
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delivery requirements of the 1933 Act in connection 
with the offer and sale of such securities; (4) to 
provide each offeree in connection with any offering 
in the United States of long-term debt securities not 
requiring registration under the 1933 Act a 
memorandum at least as comprehensive as those 
customarily used in such offers of long-term debt 
securities in the United States (such memorandum 
will include a description of material differences 
between United States and Canadian generally 
accepted accounting principles, if any); and (5) to 
update all such disclosure memoranda in the 
manner described in the application to reflect 
material changes in Applicant’s financial position. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11343/September 10, 1980 


In the Matter of 


U.S. RAILROAD SECURITIES FUND, INC. 
134 North La Salle Street 
Chicago, Illinois 60602 


(811-583) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE 
INVESTMENT COMPANY ACT OF 1940 


NOTICE IS HEREBY GIVEN that the Commission 
purposes, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (“Act”), to declare by order on 
its motion, that U.S. Railroad Securities Fund, Inc. 
(“Fund”), registered under the Act as a closed-end, 
non-diversified management investment company, 
has ceased to be an investment company. 


Information contained in the files of the Commission 
indicates that the Fund was organized under the 
laws of the State of Ohio on April 26, 1905, and 
registered under the Acton June 19, 1950. The Fund 
was originally engaged in the business of operating 
an intra-state switching railroad which operations 
ceased in January, 1937. The original name of the 
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Fund was The Culver & Port Clinton Railroad 
Company, which was changed to the present name 
in 1955. 


The Fund filed a registration statement on Form S-4 
under the Securities Act of 1933 (“1933 Act’) on 
February 12, 1953, for the public offer and sale of 
shares of its common stock, which registration 
statement became effective on April 3, 1953. This 
public offering of the Fund’s shares of common 
stock was terminated on April 24, 1953, with a total 
of 68,050 shares outstanding. The files of the 
Commission indicate that the Fund filed no other 
registration statements pursuant to the 1933 Act to 
make an additional public offering of shares of its 
capital stock. The last Form N-30A-1 filed by the 
Fund with the Commission indicates that on 
December 31, 1963, the Fund had 109 shareholders 
of record. The files of the Commission indicate that 
on February 24, 1964, the Fund filed with the 
Commission a proxy statement which would authorize 
the Board of Directors to effect a planof liquidation 
of the Fund. In addition, a letter dated July 23, 1965, 
from the Vice-President of the Fund indicates that 
the portfolio of the Fund had been liquidated and 
that the writer of the letter was the last surviving 
officer of the fund. Thus, it appears that the Fund is 
not currently engaged in the business of an 
investment company. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
company has ceased to be an investment company 
it shall so declare by order, which may be made upon 


appropriate conditions if necessary for the 
protection of investors, and upon the taking effect of 
such order, the registration of such company shalr 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may not later than October 6, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as tothe nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon the Fund at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
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attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the matter will 
be issued as of course following said date, unless the 
Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11344/September 10, 1980 


In the Matter of 


PAINE, WEBBER MUNICIPAL BOND FUND 
FIRST SERIES, 

PAINE, WEBBER MUNICIPAL BOND FUND 
SECOND SERIES, 

PAINE, WEBBER MUNICIPAL BOND FUND 
THIRD SERIES, 

THE MUNICIPAL BOND FUND, SERIES ONE 
THROUGH SERIES FORTY-THREE, 
THE MUNICIPAL BOND TRUST, SERIES 
FORTY-FOUR AND SUBSEQUENT SERIES, 
THE MUNICIPAL BOND TRUST, MULTI-STATE 
PROGRAM SERIES ONE AND SUBSEQUENT 
SERIES, 

THE CORPORATE BOND TRUST, SERIES ONE 
AND SUBSEQUENT SERIES, 

THE MUNICIPAL BOND TRUST, PUERTO RICO 
SERIES ONE AND SUBSEQUENT SERIES, 

THE MUNICIPAL BOND TRUST, MULTIPLE 
MATURITY SERIES ONE AND SUBSEQUENT 
SERIES, 


and 
PAINE, WEBBER, JACKSON & CURTIS 
INCORPORATED 


1221 Avenue of the Americas 
New York, New York 10020 
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(812-4628) 


ORDER PURSUANT TO SECTION 11 OF THE ACT 
APPROVING AN OFFER OF EXCHANGE AND 
PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING AN EXEMPTION FROM THE 
PROVISIONS OF SECTION 22(d) OF THE ACT 


On August 12, 1980, a notice was issued 
(Investment Company Act Release No. 11301) of an 
application filed on March 12, 1980 and amended 
on July 14, 1980, by Paine, Webber Municipal Bond 
Fund First Series; Paine, Webber Municipal Bond 
Fund Second Series; Paine, Webber Municipal Bond 
Fund Third Series; The Municipal Bond Fund, Series 
One through Series Forty-Three; The Municipal 
Bond Trust, Series Forty-Four and subsequent 
series; the Municipal Bond Trust, Multi-State 
Program Series One and subsequent series; The 
Corporate bond Trust, Series One and subsequent 
series; The Municipal Bond Trust, Puerto Rico Series 
One and subsequent series; The Municipal Bond 
Trust, Multiple Maturity Series One and subsequent 
series (collectively referred to as the “Trusts”); and 
Paine, Webber, Jackson & Curtis Incorporated (the 
“Sponsor”) (the Trusts and the Sponsor collectively 
referred to as “Applicants”) requesting an order of 
the Commission (1) pursuant to Section 11 of the Act 
permitting the exchange of units of certain series of 
the Trust for units of other series of the Trusts, 
pursuant to an exchange option, at net asset value 
plus a sales charge of $15 per unit, and (2) pursuant 
to Section 6(c) of the Act exempting such exchange 
transactions from the provisions of Section 22(d) of 
the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found that 
granting of the requested order is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 11 of the Act, 
that the proposed offer of exchange be, and hereby 
is, approved. 


IT IS FURTHER ORDERED, pursuant to Section 6(c) 
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of the Act, that the application for exemption from 
the provisions of Section 22(d) of the Act, to the 
extent requested, be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11345/September 10, 1980 


In the Matter of 


GENERAL AMERICAN INVESTORS 
COMPANY, INC. 

330 Madison Avenue 

New York, New York 10017 


(812-4399) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM THE PROVISIONS 
OF SECTION 12(d)(3) OF THE ACT 


NOTICE IS HEREBY GIVEN that General American 
Investors Company, Inc. (“Applicant”), a closed- 
end, diversified investment company registered 
under the Investment Company Act of 1940 (“Act”), 
filed an application on December 4, 1978, with 
amendments thereto on July 17, 1979, and August 
7, 1980, for an order of the Commission, pursuant to 
Section 6(c) of the Act, exempting Applicant from 
the provisions of Section 12(d)(3) of the Act so that 
Applicant can organize a subsidiary, which will 
register under the Investment Advisers Act of 1940 
(“Advisers Act’), and acquire all of its outstanding 
capital stock. All interested persons are referred to 
the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Applicant, a Delaware corporation, states that since 
its incorporation in 1928 it has been managed by its 
officers and directors, rather than by an external 
advisory organization pursuant to contract. 
Applicant represents that in 1973 it sought and 
received shareholder approval of a decision by its 
board of directors to enter into the business of 
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providing investment advisory services to others. 
Applicant states that the board’s decision was made 
as a result of its consideration of various approaches 
to enhancing the use of its in-house research staff 
and facilities (1) to improve its expense ratio by 
earning additional income and (2) to strengthen its 
ability to attract and retain highly qualified 
management and research personnel. Applicant 
states further that, after receiving shareholder 
approval, it acquired a small number of investment 
advisory clients. Applicant represents that it has an 
informal understanding with those advisory 
clients that their portfolios will generally contain 
securities which are also held by Applicant and 
represents that, in fact, since Applicant's advisory 
business commenced, the portfolios of its advisory 
clients have overlapped with its own portfolio and no 
security in any advisory account is not also in its 
portfolio, although not all of the securities in its 
portfolio are held by the outside accounts. Applicant 
further represents that it intends to continue its 
policy of overlapping portfolios. According to the 
application, Applicant adopted certain procedures 
with respect to purchases and sales for its account 
and for its advisory clients in order to assure fair 
dealing. Applicant maintains that it has used those 
procedures since 1973 and that it has not 
experienced any greater difficulty acquiring or 
disposing of securities as a result of providing 
advisory services to third parties. In this regard, 
Applicant asserts that, to the extent it has been 
affected at all by trading larger blocks of stock, it has 
experienced the benefits of the lower commission 
rates obtainable for such trades. Applicant states 
that revenues from its advisory business have 
enabled it to more than offset rising costs. 


Applicant states that its board of directors now 
believes, based on the same _ fundamental 
considerations underlying its decision in 1973 to 
enter into the business of providing investment 
advice to others, that it would be desirable to expand 
its advisory business. According to the application, 
Applicant proposes to organize a_ subsidiary 
(“Subsidiary”) which would register under the 
Advisers Act and would, as Applicant has, solicit and 
enter into contracts with new investment advisory 
clients with investment objectives similar to those of 
Applicant. Applicant represents that its board of 
directors has determined to organize the Subsidiary, 
rather than to continue providing investment advice 
directly, in order to maintain its tax status as a 
regulated investment company under the Internal 
Revenue Code of 1954 (“Code”). Applicant submits 
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that Section 851(b)(2) of the Code effectively limits 
the income which may be generated through an 
advisory business conducted directly by a regulated 
investment company. Applicant states that both 
management and its board of directors have 
determined that it would be risky for Applicant to 
take on additional investment advisory clients 
directly or to allow current advisory accounts to grow 
substantially, because of the potential for 
transgressing the limitations set forth in Section 
851(b)(2) of the Code. Accordingly, Applicant states 
that when the fee income derived from management 
of the assets of current advisory clients reaches an 
amount whereby its tax status would be jeopardized, 
new assets of existing clients will be managed by the 
Subsidiary. 


Applicant states that the Subsidiary would be 
capitalized with an amount of money and assets 
reasonably necessary to cover its organizational 
expenses and would utilize certain employees and 
facilities of Applicant to meet the investment 
advisory requirements of existing and new clients. 
Applicant represents that expenses associated with 
the provision of investment advisory services, other 
than direct expenses, will be allocated between 
Applicant and the Subsidiary and that all net income 
generated by the Subsidiary will be passed on to 
Applicant in the form of dividends. Applicant states 
that, initially, all of the officers and employees of 
Applicant will hold similar positions as officers and 
employees of the Subsidiary and that its officers will 
be directors of the Subsidiary. Applicant represents 
that, while its board of directors has not finally 
determined the compensation of its officers and 
employees following the start-up of the Subsidiary, it 
is contemplated that they will not be compensated 
solely as a result of holding positions as directors, 
officers or employees of the Subsidiary. 


Section 12(d)(3) of the Act, in pertinent part, makes 
it unlawful for any registered investment company to 
purchase or otherwise acquire any security issued 
by or any other interest in the business of any person 
who is either an investment adviser of an investment 
company or an investment adviser registered under 
the Advisers Act. Applicant states that since the 
Subsidiary will register under the Advisers Act, 
Applicant’s interest in the Subsidiary would violate 
the provisions of Section 12(d)(3). 


Section 6(c) of the Act provides, in part, that the 


Commission may, upon application, conditionally or 
unconditionally exempt any person, security or 
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transaction, or any class or classes of persons, 
securities or transactions, from any provision or 
provisions of the Act or any rule or regulation 
thereunder, if and to the extent that such exemption 
is necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. Applicant requests an order of the 
Commission, pursuant to Section 6(c), exempting it 
from the provisions of Section 12(d)(3) so that itcan 
wholly own the Subsidiary. 


In support of the requested exemption, Applicant 
asserts that, together with the Subsidiary, it will be 
conducting the same business that it is currently 
conducting directly. Applicant maintains that it 
contemplates no change either in the methods 
presently employed for investment research and 
portfolio management or in the number of persons 
employed. Applicant emphasizes that the 
underlying reason for the formation and ownership 
of the Subsidiary is to increase its gross revenues 
and income without jeopardizing its tax status as a 
regulated investment company. Applicant argues 
that Section 12(d)(3) should not prevent its 
shareholders from realizing the substantial benefits 
to be obtained through its ownership of the 
Subsidiary. Applicant asserts that the procedures 
and policies that it has adopted with respect to the 
Subsidiary and the methods of operations proposed 
will ensure that Applicant will continue to be 
operated and managed in the interests of its security 
holders and that ownership by it of the Subsidiary 
will otherwise be consistent with the purposes fairly 
intended by the policy and provisions of the Act. 
Applicant states that when its board of directors first 
recommended entry into the investment advisory 
business, it did so after discussion of the 
concomitant risks and liabilities. Applicant 
represents that its board of directors is satisfied that 
the added risks have been justified in light of the 
benefits to Applicant from its initial entry into the 
investment advisory business. Applicant further 
represents that its board of directors believes there 
will be no additional risks or liabilities to which 
Applicant or the Subsidiary would be exposed as a 
result of the creation of the Subsidiary and the 
commencement of its operations. 


In addition, Applicant has consented to the 
imposition of the following conditions to any order 
issued herein: 


1. Applicant’s board of directors expressly 
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recognizes its fiduciary responsibility to oversee ona 
continuing basis and approve (by at least a vote of a 
majority of the directors of Applicant who are not 
“interested persons” of Applicant as defined in the 
Act) at least annually the compensation of officers of 
Applicant and of the Subsidiary. 


2. Applicant’s board of directors will review at least 
annually the investment advisory business of 
Applicant and the Subsidiary in order to determine 
whether or not such business should be continued 
and whether or not the benefits derived by Applicant 
warrant the continuation of the investment advisory 
business and the ownership by Applicant of the 
Subsidiary and, if appropriate, approve (by at least a 
vote of a majority of the directors of Applicant who 
are not “interested persons” of Applicant as defined 
in the Act) at least annually such continuation. 


3. Applicant will, consistent with its normal 
shareholder communications practices, which 
include the preparation and mailing of annual, semi- 
annual and quarterly reports, and proxy statements, 
advise its shareholders of the creation of the 
Subsidiary, the implementation through the 
Subsidiary of an expansion of its outside advisory 
services and an assessment of whatever risks, if any, 
are associated therewith promptly after the entry of 
the requested order. 


4. The effectiveness of any order issued herein shall 
be conditioned upon Applicant’s continued tax 
status as aregulated investment company within the 
meaning of Section 851 of the Code. 


5. Applicant undertakes, without prejudice to the 
right of its board of directors to dispose to 
unaffiliated persons the equity interest of Applicant 
in the Subsidiary in its entirety, that it will at all times 
own beneficially and of record all of the issued and 
outstanding shares of capital stock of the Subsidiary 
and will cause the Subsidiary not to issue any 
authorized but unissued shares of its capital stock to 
any person other than Applicant. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 6, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
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be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will recieve any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11346/September 10, 1980 


In the Matter of 


NATIONAL WESTMINSTER BANK LIMITED 
c/o Bruce W. Nichols, Esq. 

Davis, Polk & Wardwell 

One Chase Manhattan Plaza 

New York, New York 10005 


(812-4617) 


ORDER DENYING REQUEST FOR HEARING AND 
REISSUING PRIOR ORDER PURSUANT TO SECTION 
6(c) OF THE ACT EXEMPTING APPLICANT FROM 
ALL PROVISIONS OF THE ACT 


On May 13, 1980, a notice was issued (Investment 
Company Act Release No. 11169) of the filing of an 
application on February 20, 1980, and an 
amendment thereto on April 16, 1980, for an order of 
the Commission pursuant to Section 6(c) of the 
Investment Company Act of 1940 (“Act”) exempting 
National Westminster Bank Limited (“Applicant”), a 
bank registered in the United Kingdom, from all 
provisions of the Act. The notice gave interested 
persons an opportunity to request a hearing and 
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stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. The Commission has_ previously 
considered applications and issued orders 
exempting foreign commercial banks proposing to 
make public offerings of their commercial paper in 
the United States from all provisions of the Act, 
subject to certain conditions.! The Applicant intends 
to make a similar public offering of its commercial 
paper in the United States, and its application 
conforms in all material respects to the prior foreign 
commercial bank applications considered by the 
Commission. 


On June 9, 1980, the final day of the notice period, 
Mr. William Leighton, president of Option Advisory 
Service, Inc. (“OAS”), an investment adviser 
registered under the Investment Advisers Act of 
1940, requested, on behalf of OAS, that a hearing be 
held on the application.*? Mr. Leighton’s submission 
was not officially received in the office of the 
Secretary until June 10, 1980, however, and, on that 
date, an order was inadvertently issued (Investment 
Company Act Release No. 11210), pursuant to 
delegated authority, granting the application. 
Accordingly, in order to resolve any question as to 
the validity of the previously issued order, the matter 
has been reconsidered in light of the issues raised by 
Mr. Leighton in his hearing request. 


In summary, the principal assertions made by Mr. 
Leighton are that (1) federal bank regulatory 
agencies were not given sixty days’ personal notice 
of this application; (2) the application filed pursuant 
to Section 6(c) of the Act constitutes an admission 
that Applicant is an investment company, a matter 
which the Applicant failed to discuss in a recent 
application before the Federal Reserve Board in 
which Applicant sought permission to acquire 
National Bank of North America; (3) exemptive relief 
pursuant to Section 6(c) of the Act is inappropriate in 
the case of a banking organization such as the 
Applicant; (4) the granting of the application would 
encourage Americans to convert their bank deposits 
insured by the Federal Deposit Insurance 
Corporation into shares of money market mutual 
funds with portfolios partially consisting of 
Applicant’s uninsured certificates of deposit; (5) 
Applicant failed to specify the purpose of its 
commercial paper offerings and such an omission 
may conceal a possible violation of Section 10(b) of 
the Securities Exchange Act of 1934 and Rule 10b-5 
thereunder; (6) granting the application pursuant to 
Section 6(c) of the Act will frustrate recent 


1460/SEC DOCKET 


regulations implementing the Credit Control Act of 
1969 designed to restrain the extension of short- 
term credit; and (7) Option Advisory Services, Inc., 
and all other small investment advisers registered 
with the Commission would be adversely affected by 
the Commission’s order on this application because 
it would permit a large foreign bank to compete with 
them unfairly in seeking capital. 


The Commission has reviewed all of the issues listed 
above and all other issues presented in Mr. 
Leighton’s hearing request, many of which are 
irrelevant and speculative, and finds that none of the 
issues raised has sufficient merit to warrant a 
hearing on the application. The Commission’s 
responses to the foregoing issues raised by Mr. 
Leighton may be summarized as follows: 


First, all applicable notice requirements were met 
with regard to this application. There is no statutory 
or other requirement that federal bank regulatory 
agencies be given sixty days’ personal notice of 
applications under the Act. 


Second, the filing of an application for exemption 
pursuant to Section 6(c) of the Act is not necessarily 
an admission of investment company status. 
Applicant states that it filed its application “because 
of uncertainty whether or not a foreign commercial 
bank would be defined as an investment company 
under the Act,” and submits that commercial banks 
such as itself were not within the intended purview of 
the Act. 


Third, it has previously been determined, in the 
course of reviewing the applications filed by the 
original group of foreign commercial banks, that it 
would be appropriate to grant exemptive relief 
pursuant to Section 6(c) of the Act. 


Fourth, no showing has been made to establish that 
granting the application would encourage United 
States citizens to convert their FDIC insured bank 
deposits into money market mutual funds. 





The first seven orders were issued by the 
Commission on August 7, 1979, Investment 
Company Act Release Nos. 10813-17, 10820-21. 


?Additional letters dated June 28 and July 11, 1980, 


were filed subsequently by Mr. Leighton in further 
support of his hearing request on the application. 
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Fifth, the application states that the sale of 
commercial paper in the United States will provide 
the Applicant with an additional source of United 
States dollars.2 The possible uses asserted by Mr. 
Leighton for the proceeds of Applicant’s commercial 
paper offerings are highly speculative and, in any 
event, are only tangentially relevant to the question 
of whether or not the application satisfies the 
requirements for an exemption set forth in Section 
6(c) of the Act. No rational showing has been made 
that there is any likelihood that granting the 
application might facilitate a scheme to violate the 
antifraud provisions of the Federal securities laws. 


Sixth, the allegation concerning the Credit Control 
Act is moot because, on July 3, 1980, the Board of 
Governors of the Federal Reserve System 
announced that its credit control regulations would 
be eliminated with respect to weekly reporting 
periods beginning on July 28, 1980. 


Seventh, the ability of Applicant to offer securities 
that may yield a higher return to American investors 
than OAS can offer provides no basis for determining 
that the order permitting their offering is not in the 
public interest or consistent with the protection of 
investors, since Mr. Leighton’s hearing request does 
not remotely establish any connection between the 
issuance of commercial paper by Applicant and 
injury to OAS or any other person. 


On the basis of the foregoing, Mr. Leighton has raised 
no issue of fact, law or policy that would warrant the 
ordering of a hearing on this application. Therefore, 
it appears that a hearing is not necessary or 
appropriate in the public interest or for the 
protection of investors. Accordingly, 


IT IS ORDERED that the request for a hearing is 
denied.* 


The matters presented by the application have been 
considered, and it is found that the granting of the 
exemption request pursuant to Section 6(c) of the 
Act is appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. Accordingly, 


IT IS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption from all 
provisions of the Act be, and hereby is, granted, 


effective forthwith, 
conditions: 


subject to the following 
1) Applicant will insure that the 
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commercial paper dealer will provide each offeree of 
its notes with a memorandum describing the 
business of Applicant and its subsidiaries and 
containing the most recently published financial 
statements of Applicant and its subsidiaries, which 
will be audited in accordance with United Kingdom 
auditing practices; such memorandum will include 
a brief paragraph highlighting the material 
differences between United Kingdom accounting 
principles applicable to United Kingdom clearing 
banks, as used by Applicant, and generally accepted 
accounting principles employed by United States 
banks; such memorandum will be at least as 
comprehensive as those customarily used by United 
States issuers in offering commercial paper in the 
United States and will be updated periodically to 
reflect material changes in the financial status or 
business of Applicant or its subsidiaries; and 2) any 
future offering of Applicant’s debt securities will be 
done on the basis of disclosure documents which 
are at least as comprehensive as those customarily 
used by United States issuers of such securities in 
the United States and will contain the financial 
statements of Applicant and its subsidiaries. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








3By letter to the Commission dated June 19, 1980, 
United States counsel for the Applicant expanded on 
this point by indicating that Applicant intended to 
use the dollars obtained from its commercial paper 
offerings to support dollar denominated assets in the 
form of Eurodollar loans. 


4Mr. Leighton does not allege that he or OAS have an 
ownership or other direct interest in the Applicant, 
and he has failed to demonstrate that either OAS or 
any other registered investment adviser is likely to 
be perceptibly harmed by the granting of the instant 
application, or that their interest is meant to be 
protected by the Act. While it is apparent that neither 
Mr. Leighton nor OAS has any real basis for 
contending that either one of them is an interested 
person within the meaning of Section 40(a) of the 
Act and Rule 0-5(c) under the Act, we do not deem it 
necessary to make a formal determination with 
respect to the status of Mr. Leighton or OAS 
inasmuch as we have determined that the assertions 
made and the issues raised in connection with this 
application do not warrant a hearing on this matter. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11347/September 10, 1980 


in the Matter of 


DEN DANSKE BANK AF 1871 AKTIESELSKAB 
c/o H. Rodgin Cohen, Esq. 

Sullivan & Cromwell 

125 Broad Street 

New York, New York 10004 


(812-4616) 


ORDER DENYING REQUEST FOR HEARING AND 
GRANTING APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM ALL PROVISIONS OF 
THE ACT 


On May 23, 1980, a notice was issued (Investment 
Company Act Release No. 11188) of the filing of an 
application on February 21, 1980, with amendments 
thereto on May 9, May 20 and September 4, 1980, for 
an order of the Commission pursuant to Section 6(c) 
of the Investment Company Act of 1940 (“Act”) 
exempting Den Danske Bank af 1871 Aktieselskab 
(“Applicant”), a Danish commercial bank, from all 
provisions of the Act. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. The Commission has _ previously 
considered applications and issued orders 
exempting foreign commercial banks proposing to 
make public offerings of their commercial paper in 
the United States from all provisions of the Act, 
subject to certain conditions.! The Applicant intends 
to make a similar public offering of its commercial 
paper in the United States, and its application 
conforms in all material respects to the prior foreign 
commercial bank applications considered by the 
Commission. 


On June 16, 1980, prior to the expiration of the 
notice period, Mr. William Leighton, president of 
Option Advisory Service, Inc. (“OAS”), an investment 
adviser registered under the Investment Advisers 
Act of 104, requested, on behalf of OAS, that a 
hearing be held on the application.” 


In summary, the principal assertions made by Mr. 
Leighton are that (1) interested persons were given 
inadequate notice of the application, and, in 
particular, federal bank regulatory agencies were 
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not given 60 days’ personal notice of the application; 
(2) Applicant is required to obtain “prior approval” 
by the Board of Governors of the Federal Reserve 
System (“Reserve Board”) for its nonbanking 
activities in the United States; (3) Applicant’s status 
as an investment company should be resolved by the 
issuance of a declaratory order and/or by permitting 
or requiring Applicant to register as a foreign 
investment company pursuant to Section 7(d) of the 
Act; (4) Applicant should have obtained a license 
from the Reserve Board prior to extending credit in 
the United States; (5) the application does not 
discuss the possible impact of Danish foreign 
exchange controls on Applicant's ability to honor its 
obligations on its commercial paper in United States 
dollars; (6) it is against the public interest to grant 
the application because it would enable Applicant to 
circumvent the International Banking Act of 1978, 
the Federal Deposit Insurance Act and the Securities 
Act of 1933; (7) the application fails to disclose 
Applicant’s exposure on its outstanding 
international loans; (8) the proceeds of Applicant’s 
commercial paper offering in the United States may 
be used for purposes that are against the American 
public interest; and (9) granting the application 
would permit Applicant to compete unfairly with 
small domestic investment advisers. 


The Commission has reviewed all of the issues listed 
above and all other issues presented in Mr. 
Leighton’s hearing request, many of which are 
irrelevant and speculative, and finds that none of the 
issues raised has sufficient merit to warrant a 
hearing on the application. The Commission’s 
responses to the foregoing issues raised by Mr. 
Leighton may be summarized as follows: 


First, all applicable notice requirements were met 
with regard to this application. There is no statutory 
or other requirement that federal bank regulatory 
agencies be given sixty days’ personal notice of 
applications under the Act. 





1The first seven orders were issued by the 
Commission on August 7, 1979. Investment 
Company Act Release Nos. 10813-17, 10820-21. 


2Mr. Leighton submitted additional material in 
connection with his hearing request on this 
application by letters dated June 30, July 11, and 
August 7, 1980. 


Volume 20, No. 18, September 23, 1980 





Second, the allegation that Applicant should have 
sought Reserve Board approval of its nonbanking 
activities in the United States has little, if any, 
bearing on the propriety of granting the application 
under the Act.? 


Third, the Commission has determined, as a matter 
within its discretionary authority, that it would be 
more appropriate to grant conditional relief to 
foreign commercial banks, such as Applicant, 
exempting them from all provisions of the Act, 
pursuant to Section 6(c) of the Act, rather than to 
issue a declaratory order or to act pursuant to 
Section 7(d) of the Act and issue a conditional or 
unconditional order permitting such companies to 
* register under the Act and to make a public offering 
of their securities in the United States. 


Fourth, the allegation that Applicant should have 
sought a Reserve Board license has little, if any, 
bearing on the propriety of granting the application. 
Mr. Leighton provides no basis for making this 
assertion, and he fails to cite any Reserve Board 
regulation that would implement any licensing 
requirements authorized under the Credit Control 
Act of 1969. Moreover, Mr. Leighton’s argument is 
misplaced, since Applicant will be obtaining credit, 
rather than extending credit. 


Fifth, Mr. Leighton does not allude to any specific 
Danish foreign exchange regulation presently in 
effect that might affect Applicant’s ability to honor its 
commercial paper obligations in United States 
dollars. If such regulations were ever implemented 
in a manner that might limit Applicant’s ability to 
repay its commercial paper obligations in United 
States dollars, then it is reasonable to expect that 
Applicant would find it difficult to comply with its 





3By letter dated June 25, 1980, United States 
counsel for Applicant contends, among other things, 
that Applicant is not subject to the International 
Banking Act of 1978 and the Bank Holding Company 
Act of 1956 because it does not have a branch, 
agency or banking subsidiary in the United States 
and that, in any event, the issuance of commercial 
paper is not a nonbanking activity requiring prior 
Reserve Board approval. Counsel submitted 
additional letters dated July 31 and August 11, 1980, 
in further response to Mr. Leighton’s allegations. 
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representation in the application that it will secure 
one of the three highest investment grades from at 
least one nationally recognized statistical rating 
organization. It is also reasonable to expect that 
Applicant will describe any material limitation on its 
ability to honor its commercial paper obligations in 
the disclosure material required to be given to 
United States offerees prior to purchase. 


Sixth, Mr. Leighton’s allegations concerning the 
Applicant’s non-compliance with various federal 
statutory and regulatory requirements administered 
by various federal bank regulatory agencies has 
little, if any, bearing on the propriety of granting 
exemptive relief to the Applicant under the Act, 
particularly because he has not provided adequate 
evidence that the Applicant is in fact operating in 
violation of any of those requirements. As far as 
compliance with the Securities Act of 1933 is 
concerned, Mr. Leighton merely states that the 
Commission’s decision not to review counsel's 
opinion letters as to the availability of an exemption 
from the registration requirements of that Act for 
Applicant’s commercial paper offering “strongly 
indicates” that the exemption from Section 3(a)(3) 
of the Act will not meet Commission requirements 
set forth in Securities Act Release No. 4412 
(September 20, 1961). No basis for this assertion is 
provided, and, in any event, Applicant is liable if the 
exemption does not prove to be available. 


Seventh, Applicant has provided financial 
statements as exhibits to its application that include 
its commitments on international loans. The 


. disclosure memoranda that Applicant will ensure is 


provided to each investor in its commercial paper 
will also contain its most recent financial 
statements. These disclosure memoranda will be at 
least as comprehensive as those customarily 
provided in offerings of commercial paper in the 
United States and should provide the sophisticated 
investors that normally comprise the market for 
commercial paper (denominated in units of at least 
$100,000) with sufficient information upon which to 
base an evaluation of Applicant’s exposure on 
international loans. As noted above, Applicant has 
also agreed to obtain one of the three highest ratings 
by a national ratings service prior to issuance of its 
commercial paper, and those ratings should, at least 
in part, reflect the risk of Applicant's exposure on 
international loans. 


Eighth, Mr. Leighton offers no evidence in support of 
his assertion that the proceeds of Applicant’s United 
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States commercial paper offering may be used for 
purposes that are against the American public 
interest. 


Ninth, Mr. Leighton offers no plausible reason to 
expect that Applicant will be in competition with 
small domestic investment advisers or that any 
competition, however remote and speculative, 
would be unfair. 


On the basis of the foregoing, Mr. Leighton has raised 
no issue of fact, law or policy that would warrant the 
ordering of a hearing on this application. Therefore, 
it appears that a hearing is not necessary or 
appropriate in the public interest or for the 
protection of investors. Accordingly, 


IT IS ORDERED that the request for a hearing is 
denied.* 


The matter has been considered, and it is found that 
the granting of the exemption requested pursuant to 
Section 6(c) of the Act is appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption from all 
provisions of the Act be, and hereby is, granted, 
effective forthwith, subject to the following express 
conditions: (1) Applicant will ensure that each 
offeree of its presently proposed offering of 





‘Mr. Leighton does not allege that either he or OAS 
has an ownership interest in the Applicant, and he 
has failed to demonstrate that either OAS or any 
other small domestic investment adviser is likely to 
be perceptibly harmed by the granting of the instant 
application, or that their interest, if any, isofthe type 
meant to be protected by the Act. While it is apparent 
that neither Mr. Leighton nor OAS has any real basis 
for contending that either one of them is an 
interested person within the meaning of Section 
40(a) of the Act and Rule 0-5(c) under the Act, we do 
not deem it necessary to make a formal 
determination with respect to the status of Mr. 
Leighton or OAS inasmuch as we have determined 
that the assertions made and the issues raised in 
connection with the application do not warrant a 
hearing on this matter. 
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commercial paper notes will be provided with a 
memorandum describing its business and 
containing its most recent publicly available fiscal 
year-end balance sheet and income statement, 
audited in such manner as is customarily done for 
Applicant by Danish auditors; the memorandum will 
describe material differences, if any, between the 
accounting principles applied by Applicant in the 
preparation of such financial statements and 
generally accepted accounting principles as 
employed by banks in the United States; the 
memorandum will be at least as comprehensive as 
memoranda customarily used by United States bank 
holding companies in offering commercial paper in 
the United States; the memorandum will be updated 
promptly to reflect material changes in Applicant’s 
financial condition; and (2) Applicant will ensure 
that each offeree of any future offering of its debt 
securities will be provided a memorandum that is at 
least aS comprehensive in its description of 
Applicant, its business and its financial condition as 
those customarily used in United States offerings of 
such securities (but, in any event, no less 
comprehensive than required by applicable federal 
and state law). 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11348/September 10, 1980 


In the Matter of 


SPARBANKERNAS BANK 
Brunkebergstorg 8 
S-105 34 Stockholm 
Sweden 


(812-4679) 


ORDER DENYING REQUEST FOR HEARING AND 
GRANTING APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM ALL PROVISIONS OF 
THE ACT 


On June 24, 1980, a notice was issued (Investment 
Company Act Release No. 11230) of the filing of an 
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application on May 12, 1980, for an order of the 
Commission pursuant to Section 6(c) of the 
Investment Company Act of 1940 (“Act”) exempting 
Sparbankernas Bank (“Applicant”), a Swedish 
commercial bank, from all provisions of the Act. The 
notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. The 
Commission has previously considered applications 
and issued orders exempting foreign commercial 
banks proposing to make public offerings of their 
commercial paper in the United States from all 
provisions of the Act, subject to certain conditions.! 
The Applicant intends to make a similar public 
offering of its commercial paper inthe United States, 
and its application conforms in all material 
respects to the prior foreign commercial bank 
applications considered by the Commission. 


On July 24, 1980, prior to the expiration of the notice 
period, Mr. William Leighton, president of Option 
Advisory Service, Inc. (“OAS”), an investment 
adviser registered under the Investment Advisers 
Act of 1940, requested, on behalf of OAS, that a 
hearing be held on the application. 


In summary, the principal assertions made by Mr. 


Leighton are that (1) the Department of the Treasury 
may have primary jurisdiction over Applicant’s 
activities in the United States, and, as a foreign bank 
within the meaning of Section 1(b)(7) of the 
International Banking Act of 1978, Applicant has a 
duty to register with the Secretary of the Treasury 
pursuant to Section 10 of that Act and the 
regulations thereunder; (2) federal bank regulatory 
agencies were not given sixty days’ personal notice 
on this application; (3) the granting of this 
application could “convert: depositors in F.D.I.C. 
insured banks into investors in [Applicant’s] paper;” 
(4) Applicant did not disclose in its application that, 
since its commercial paper will rank pari passu with 
its other liabilities that are expressed in Swedish 
kroner, American creditors will have claims in 
Swedish kroner and not United States dollars; (5) 
Applicant’s proposed commercial paper offerings 
will not be exempt from the registration 
requirements of *he Securities Act of 1933 because 
there is no assurance that such paper would be 
eligible for discounting by a Federal Reserve Bank; 
(6) Applicant should be required or permitted to 
register as a foreign investment company pursuant 
to Section 7(d) of the Act rather than exempted from 
all provisions of the Act pursuant to Section 6(c) of 
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the Act; and (7) Applicant should be required to post 
$50,000 with the Commission as security for costs, 
expenses and reasonable attorneys’ fees incurred by 
OAS in this proceeding. 


The Commission has reviewed all of the issues above 
and all other issues presented in Mr. Leighton’s 
hearing request, many of which are irrelevant and 
speculative, and finds that none of the issues raised 
has sufficient merit to warrant a hearing on the 
application. The Commission’s responses to the 
foregoing issues raised by Mr. Leighton may be 
summarized as follows: 


First, it is clear that the Commission has jurisdiction 
to determine Applicant’s status as an investment 
company within the meaning of that term in the Act, 
and to decide whether a conditional exemption from 
the provisions of the Act is necessary or appropriate 
in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. No 
other federal agency or department has been 
authorized by Congress to make such 
determinations under the Act. Mr. Leighton’s 
suggestion that primary jurisdiction may lie with the 
Department of the Treasury is, therefore, in error. 
Moreover, Mr. Leighton has failed to establish a 
sufficient connection between the Applicant's 
failure, if any, to register under the International 
Banking Act of 1978 and the appropriateness of 
granting its application under the Act.? 


Second, all applicable notice requirements were 
met with regard to this application. There is no 
statutory or other requirement that federal bank 
regulatory agencies be given sixty days’ personal 
notice of applications under the Act. 





The first seven orders were issued by the 
Commission on August 7, 1979. Investment 
Company Act Release Nos. 10813-17, 10820-21. 


*By letter dated August 7, 1980, United States 
counsel for the Applicant contends that its 
designation of a corporation service company as its 
United States agent for service of legal process does 
not constitute the establishment of a “representa- 
tive office” within the contemplation of the 
International Banking Act of 1978 and the 
regulations cited by Mr. Leighton. 
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Third, Mr. Leighton offers no evidence for the 
proposition that the investors in Applicant’s 
commercial paper, which will be issued in minimum 
denominations of $100,000, would otherwise hold 
their funds on deposit in bank accounts subject to 
FDIC insurance. Moreover, it is doubtful that the 
offering of these securities would be much more 
likely to attract funds from FDIC insured accounts 
than a similar offering of commercial paper by a 
domestic bank holding company. 


Fourth, with regard to repayment in United States 
dollars, Applicant has represented that investors in 
its commercial paper will be provided disclosure 
memoranda at least at comprehensive as those that 
are customary in offerings of commercial paper in 
the United States. Such disclosure memoranda 
must contain the financial statements of Applicant. 
The United States investors to whom the paper will 
be sold, who are expected to be institutional 
investors and others who customarily invest in 
commercial paper, should be able to determine 
prior to purchase that the assets of the issuer are 
located primarily in Sweden and denominated in 
Swedish kroner and that, in the event of default by 
the issuer, they would have to look to such assets for 
repayment in accordance with the terms of the 
instruments that they purchase. Mr. Leighton’s 
objection does no more than state the obvious 
consequences of default by any foreign issuer, and 
does not have any impact upori the propriety of 


granting Applicant an exemption from the provisions 
of the Act. 


Fifth, the application specifically states that the 
Commission is not being asked to pass upon 
Applicant’s opinion of counsel concerning the 
availability of an exemption under Section 3(a)(3) of 
the Securities Act of 1933, and the notice 
specifically states that the Commission expressed 
no opinion as to the availability of any such 
exemption. 


Sixth, the Commission has determined, as a matter 
within its discretionary authority, that it would be 
more appropriate to grant conditional relief to 
foreign commercial banks, such as Applicant, 
exempting them from all provisions of the Act, 
pursuant to Section 6(c) of the Act, rather than to 
issue a conditional or unconditional order pursuant 
to Section 7(d) of the Act permitting such companies 
to register under the Act and to make a public 
offering of their securities in the United States. 
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Seventh, the Commision does not have the authority 
to require Applicant to post security for costs, 
expenses and attorneys’ fees. 


On the basis of the foregoing, Mr. Leighton has raised 
no issue of fact, law or policy that would warrant the 
ordering of a hearing on this application. Therefore, 
it appears that a hearing is not necessary or 
appropriate in the public interest or for the 
protection of investors. Accordingly, IT |S ORDERED 
that the request for a hearing is denied.* 


The matter has been considered, and it is found that 
the granting of the exemption requested pursuant to 
Section 6(c) of the Act is appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption from all 
provisions of the Act be, and hereby is, granted, 
effective forthwith, subject to the following express 
conditions: 1) Applicant will ensure that each offeree 
of its presently proposed offering of commercial 
Paper notes will be provided with a memorandum 
describing its business and containing its most 
recent publicly available fiscal year-end balance 
sheet and income statement, audited in such 
manner as is customarily done for Applicant by 
Swedish auditors and will also include a brief 
paragraph highlighting material differences 
between Swedish and United States generally 
accepted accounting principles applicable to banks; 





3Mr. Leighton does not allege that he or OAS has an 
ownership or other financial interest in the 
Applicant, and he has failed to demonstrate that 
either OAS or any other small United States 
investment adviser is likely to be perceptibly harmed 
by the granting of the instant application, or that 
their interest, if any, is of the type meant to be 
protected by the Act. While it is apparent that neither 
Mr. Leighton nor OAS has any real basis for 
contending that either one of them is an interested 
person within the meaning of Section 40(a) of the 
Act and Rule 0-5(c) under the Act, we do not deem it 
necessary to make a formal determination with 
respect to the status of Mr. Leighton or OAS 
inasmuch as we have determined that the assertions 
made and the issues raised in connection with the 
application do not warrant a hearing on this matter. 
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such memorandum will be at least as 
comprehensive as memoranda which are 
customarily used in connection with the issuance of 
commercial paper in the United States; such 
memorandum will be updated periodically to reflect 
material changes in Applicant’s financial position; 
and 2) Applicant will ensure that each offeree of any 
future offering of its securities (other than shares of 
its capital stock, which will not be offered) will be 
provided with a memorandum at least as 
comprehensive as memoranda customarily used in 
similar offerings in the United States and in any case 
at least as comprehensive as that used in the 
presently proposed offering, unless such an offering 
is registered under the Securities Act of 1933, in 
which case disclosure documents will be provided to 
investors in such manner as may be required by the 
Securities Act of 1933 and the rules and regulations 
thereunder. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11349/September 10, 1980 


In the Matter of 


SOCIETE GENERALE DE BANQUE S.A. 
and 

SOCIETE GENERALE DE BANQUE INC. 
c/o Charles J. Hansen, Esq. 
Shearman & Sterling 

53 Wall Street 

New York, New York 10005 


(812-4559) 


ORDER DENYING REQUEST FOR HEARING AND 
GRANTING APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM ALL PROVISIONS OF 
THE ACT 


On June 27, 1980, a notice was issued (Investment 
Company Act Release No. 11234) of the filing of an 
application on October 31, 1979, and amendments 
thereto on May 29, 1980, June 20, 1980, and 
September 9, 1980, and for order of the Commission 
pursuant to Section 6(c) of the Investment Company 
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Act of 1940 (“Act”), exempting Societe Generale de 
Banque S.A. (“Bank”), acommercial bank located in 
Belgium and Societe Generale de Banque Inc. 
(“SGBI”), a wholly owned Delaware subsidiary of 
Bank, from all provisions of the Act. (Both entities 
will collectively be referred to as “Applicants.”) The 
notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. The 
Commission has previously considered applications 
and issued orders exempting foreign commercial 
banks proposing to make public offerings of their 
commercial paper in the United States from all 
provisions of the Act, subject to certain contitions.! 
SGBI intends to make a similar public offering of 
commercial paper, guaranteed by Bank, in the 
United States, and its application conforms in all 
material respects to prior foreign commercial bank 
applications considered by the Commission. 


On July 23, 1980, prior to the expiration of the notice 
period, Mr. William Leighton, president of Option 
Advisory Service, Inc. (“OAS”), an investment 
adviser registered under the Investment Advisers 
Act of 1940, requested, on behalf of OAS, that a 
hearing be held on the application. 


In summary, the principal assertions made by Mr. 


Leighton are that (1) federal bank regulatory 
agencies were not given sixty days’ personai notice 
of this application; (2) the Treasury Department may 
have primary jurisdiction over the Applicants’ 
activities in the United States and the Bank has 
failed to register with the Secretary of the Treasury 
pursuant to Section 10 of the International Banking 
Act of 1978 and the regulations thereunder; (3) the 
proposed commercial paper to be issued by the 
SGBI and guaranteed by Bank will not be exempt 
from the registration requirements of the Securities 
Act of 1933 because there is not assurance that the 
proceeds of the offering wil be used for “current 
transactions;” (4) Applicants did not disclose in the 
application that, since SGBI’s commercial paper will 
rank pari passu with the Bank’s other liabilities 
which are expressed in Belgian francs, American 
creditors will have claims in Belgian francs and not 
in’ United States dollars; also, Applicants failed to 





The first seven orders were issued by the 
Commission on August 7, 1979. Investment 
Company Act Release Nos. 10813-17, 10820-21. 


SEC DOCKET/1467 





state how purchasers of SGBI’s commercial paper 
can enforce, under Belgian law, judgements they 
may obtain in the United States; (5) there is no 
assurance that the commercial paper will be sold 
only to sophisticated individuals; (6) the granting of 
an order pursuant to Section 6(c) of the Act will 
permit the Applicants to circumvent the Federal 
Deposit Insurance Act; (7) the proceeds of the 
commercial paper might be employed in a manner 
detrimental to the interests of the United States; (8) 
Option Advisory Services, Inc., and all other small 
investment advisers registered with the Commission 
would be adversely affected by the Commission’s 
order on this application because it would permit a 
large foreign bank to compete with them in seeking 
capital; and (9) Applicants should be required or 
permitted to register as foreign investment 
companies pursuant to Section 7(d) of the Act rather 
than exempted from all provisions of the Act 
pursuant to Section 6(c) of the Act. 


The Commission has reviewed all of the issues listed 
above and all other issues presented in Mr. 
Leighton’s hearing request, many of which are 
irrelevant and speculative, and finds that none of the 
issues raised has sufficient merit to warrant the 
ordering of a hearing on the application. The 
Commission’s responses to the foregoing issues 
raised by Mr. Leighton may be summarized as 
follows: 


First, all applicable notice requirements were met 
with regard to this application. There is no statutory 
or other requirement that federal bank regulatory 
agencies be given sixty days’ personal notice of 
applications under the Act. 


Second, it is clear that the Commission has 
jurisdiction to determine Applicants’ status as 
investment companies within the meaning of that 
term in the Act, and to decide whether a conditional 
exemption from the provisions of the Act is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. No other federal agency or department 
has been authorized by Congress to make such 
determinations under the Act. Mr. Leighton’s 
suggestion that primary jurisdiction may lie with the 
Department of the Treasury is, therefore, in error. 
Moreover, Mr. Leighton has failed to establish a 
sufficient connection between the Bank’s failure, if 
any, to register under the International Banking Act 
of 1978 and the appropriateness of granting its 
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application under the Act. 


Third, the application specifically states that the 
Commission is not being asked to pass upon 
Applicant’s opinion of counsel concerning the 
availabilty of an exemption under Section 3(a)(3) of 
the Securities Act of 1933, and the notice 
specifically states that the Commission expressed 
no opinion as to the availability of any such 
exemption. The Applicants, as issuers, are 
responsible for any violation of the securities laws, 
and, in any event, Mr. Leighton has failed to provide 
satisfactory evidence that the Section 3(a)(3) 
exemption may not be available in this case. 


Fourth, Applicants have represented that investors 
in SGBI’s commercial paper will be provided 
disclosure memoranda at least as comprehensive as 
those that are customary in offerings of commercial 
paper in the United States. Such disclosure 
memoranda must contain the financial statements 
of Anplicants. The United States investors to whom 
the paper will be sold, who are expected to be 
institutional investors and others who customarily 
invest in commercial paper, should be able to 
determine prior to purchase that the assets of the 
issuer are located primarily in Belgium and 
denominated in Belgian francs and that, inthe event 
of default by the issuer, they would have to look to 
such assets for repayment in accordance with the 
terms of the instruments that they purchase. Mr. 
Leighton’s objections do no more than state the 
obvious consequences of default by any foreign 
issuer, and do not have any impact upon the 
propriety of granting Applicants an exemption from 
the provisions of the Act. 


Fifth, Applicants represent that the proposed offer- 
ing of commercial paper notes, which will be in 
minimum denominations of $100,000 or more, will 
be sold to United States securities dealers which will 
reoffer the notes as principal to institutional 
investors and other entities and individuals who 
normally purchase commercial paper. Applicants 
also represent that the notes will not be advertised or 
otherwise offered for sale to the general public. 
These representations and the minimum 
denomination of the notes provide sufficient 
assurance that the proposed offering generally will 
be limited to institutional investors and others who 
customarily invest in commercial paper. 


Sixth, Mr. Leighton offers no evidence for the 
proposition that investors in Applicant’s commercial 
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paper, which, as noted above, will be issued in 
minimum denominations of $100,000, would 
otherwise hold their funds on deposit in bank 
accounts subject to FDIC insurance. Moreover, it is 
doubtful that the offering of these securities would 
be much more likely to attract funds from FDIC 
insured accounts than a similar offering of 
commercial paper by a domestic bank holding 
company. 


Seventh, Mr. Leighton offers no specific information 
to substantiate in any way the allegations concerning 
the possibility that the Applicants might use the 
proceeds of SGBI’s commercial paper offering “to 
sell the dollar short against other foreign currencies” 
or otherwise in a manner that is detrimental to the 
interests of the United States. 


Eighth, the ability of Applicants to offer paper that 
may yield a higher return to American investors than 
OAS can offer provides no basis for determining that 
the order permitting the offerings of SGBI is not inthe 
public interest or consistent with the protection of 
investors, since Mr. Leighton’s letter does not 
remotely establish any connection between the 
issuance of commercial paper by the Applicants and 
injury to OAS or any other person. 


Ninth, the Commission has determined, as a matter 
within its discretionary authority, that it would be 
more appropriate to grant conditional relief to 
foreign commercial banks, such as the Applicants, 
exempting them from all provisions of the Act, 
pursuant to Section 6(c) of the Act, rather than to 
issue a conditional or unconditional order pursuant 
to Section 7(d) of the Act permitting such companies 
to register under the Act and to make a public 
offering of their securities in the United States. 


On the basis of the foregoing, Mr. Leighton has raised 
no issue of fact, law or policy that would warrant the 
ordering of a hearing on this application. Therefore, 
it appears that a hearing is not necessary or 
appropriate in the public interest or for the 
protection of investors. Accordingly, 


IT IS ORDERED that the request for a hearing is 
denied.” 


The matters presented by the application have been 
considered, and it is found that the granting of the 
exemption requested pursuant to Section 6(c) of the 
Act is appropriate in the public interest and 
consistent with the protection of investors and the 
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purposes fairly intended by the policy and provisions 
of the Act. Accordingly, 


IT IS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption from all 
provisions of the Act be, and hereby is, granted, 
effective forthwith, subject to the following express 
conditions: 


(1) That the Bank will secure an undertaking from 
the securities dealer through whom its commercial 
paper notes will be offered to the public that the 
dealer will provide to each offeree who has indicated 
an interest in the notes then being offered, and prior 
to any sale of notes to such offeree, with a 
memorandum describing the business of the Bank 
and SGBI, and containing the most recent publicly 
available annual audited financial statements of the 
Bank (audited in accordance with Belgian auditing 
practices) and the most recent publicly available 
unaudited quarterly financial statements of the 
Bank. This memorandum will describe the material 
differences between Belgian accounting principles 
applicable to Belgian commercial banks and 
generally accepted accounting principles 
applicable to United States commercial banks, and 
such memorandum will be at least as 
comprehensive a those customarily used in offering 
commercial paper in the United States and will be 
updated periodically to reflect material changes in 
the business or financial condition of the Bank or 
SGBI, and 





2Mr. Leighton does not allege that he or OAS has an 
ownership or other direct interest in either of the 
Applicants, and he has failed to demonstrate that 
either OAS or any other small United States 
investment adviser is likely to be perceptibly harmed 
by the granting of the instant application, or that 
their interest, if any, is of the type meant to be 
protected by the Act. While it is apparent that neither 
Mr. Leighton nor OAS has any real basis for 
contending that either one of them is an interested 
person within the meaning of Section 40(a) of the 
Act and Rule 0-5(c) under the Act, we do not deem it 
necessary to make a formal determination with 
respect to the status of Mr. Leighton or OAS 
inasmuch as we have determined that the assertions 
made and the issues raised in connection with this 
application do not warrant a hearing on this matter. 
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(2) That any future offerings of the Bank’s securities 
in the United States, which will be limited to debt or 
preferred securities, guaranteed by the Bank, will be 
done on the basis of disclosure documents at least 
as comprehensive in their description of the Bank 
and SGBI, and the business of the Bank and SGBI, as 
those used in the presently proposed offering but in 
no event will such future disclosure documents be 
less comprehensive than is customary for United 
States offerings of similar debt securities. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11350/September 10, 1980 


In the Matter of 


BNP US FINANCE CORPORATION 
c/o Peter H. Darrow, Esq. 

Cleary, Gottlieb, Steen & Hamilton 
1 State Street Plaza 

New York, New York 10004 


(812-4658) 


ORDER DENYING REQUEST FOR HEARING AND 
GRANTING APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM ALL PROVISIONS OF 
THE ACT 


On June 26, 1980, a notice was issued (Investment 
Company Act Release No. 11233) of the filing of an 
application on April 10, 1985, with amendments 
thereto on June 4, June 20 and September 2, 1980, 
for an order of the Commission pursuant to Section 
6(c) of the Investment Company Act of 1940 (“Act”) 
exempting BNP US Finance Corporation 
(“Applicant”), a Delaware corporation and a 
subsidiary of Banque Nationale de Paris (“BNP”), a 
French commercial bank, from all provisions of the 
Act. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. The 
Commission has previously considered applications 
and issued orders exempting foreign cornmercial 
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banks proposing to make public offerings of their 
commercial paper in the United States from all 
provisions of the Act, subject to certain conditions.' 
The Applicant intends to make a similar public 
offering of its commercial paper inthe United States, 
and its application conforms in all material respects 
to the prior foreign commercial bank applications 
considered by the Commission. 


Prior to the expiration of the notice period, on July 
21, 1980, Mr. William Leighton, president of Option 
Advisory Service, Inc. (“OAS”), an investment 


adviser registered under the Investment Advisers 
Act of 1940, requested, on behalf of OAS, that a 
hearing be held on the application. 


In summary, the principal assertions made by Mr. 
Leighton are that (1) the Board of Governors of the 
Federal Reserve System, rather than the 
Commission, has primary jurisdiction over 
Applicant’s activities in the United States; (2) the 
application fails to state that BNP sold $77,500,000 
in commercial paper to an American investment 
company, The Corporate Income Fund, First and 
Subsequent Short Term Series (A Unit Investment 
Trust) (“CIF”), between August 29, 1979, and 
September 25, 1979, and another $60,000,000 
prior to August 7, 1979; (3) BNP may have sold 
commercial paper in the United States in violation of 
its representations in a 1979 application to the 
Commission for exemptive relief similar to that now 
being sought by its subsidiary (Applicant) that it 
would obtain one of the three highest investment 
ratings for its commercial paper prior to making a 
public offering of that paper in the United States; (4) 
in the event of default on its commercial paper 
obligations by the Applicant, American investors 
could not be assured of repayment in United States 
dollars; (5) because of ownership of over 91% of BNP 
by the French government, investors in Applicant’s 
commercial paper would be exposed to the 
possibility that its ability to honor its commitments 
on its commercial paper would be adversely affected 
by certain obligations of the French governmentthat 
are tied to the market price of gold bullion; (6) BNP 
should have been required or permitted by the 
Commission to register with the Commission as a 
foreign investment company under Section 7(d) of 
the Act rather than exempted from all provisions of 





‘The first seven orders were issued by the 
Commission on August 7, 1979, and included an 
exemptive order granted BNP. Investment Company 
Act Release No. 10813. 
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the Act pursuant to an order under Section 6(c) of 
the Act; (7) Option Advisory Services, Inc., and all 
other small investment advisers registered with the 
Commission would be adversely affected by the 
Commission’s order on this application because it 
would permit a large foreign bank to compete with 
them for speculative capital; and (8) federal banking 
regulatory agencies were not given sixty days’ 
personal notice of this application. 


The Commission has reviewed all of the issues listed 
above and all other issues presented in Mr. 
Leighton’s hearing request, many of which are 
irrelevant and speculative, and finds that none of the 
issues raised has sufficient merit to warrant a 
hearing on the application. The Commission’s 
responses to the foregoing issues raised by Mr. 
Leighton may be summarized as follows: 


First, the Commission has jurisdiction to determine 
Applicant’s status as an investment company within 
the meaning of that term in the Act, and to decide 
whether a conditional exemption from the provisions 
of the Act is necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. No other federal 
agency has been authorized by Congress to make 
such determinations under the Act. 


Second, the alleged sales of commercial! paper by 
BNP between August 29, 1979, and September 25, 
1979, and prior to August 7, 1979, were actually 
private placement sales of certificates of deposit, 
according to the prospectuses of CIF, which Mr. 
Leighton cites as a source of his allegations. In any 
event, Mr. Leighton’s references to securities of BNP 
and CIF are irrelevant to the issue of whether or not 
the Applicant should be exempted from the Act. 


Third, Mr. Leighton offers insufficient support for his 
suggestion that BNP has been in violation of 
conditions to its August 7, 1979, order. 


Fourth, with regard to assurance of repayment in 
United States dollars, Applicant has represented 
that investors in the commercial paper issued by 
Applicant or BNP pursuant to the terms of 
Commission orders will be provided disclosure 
memorandaat least as comprehensive as those that 
are customary in offerings of commercial paper in 
the United States. Such disclosure memoranda 
must contain the financial statements of BNP, the 
guarantor of Applicant’s proposed offerings. The 
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American investors to whom the paper may be 
expected to be sold should be able to determine 
prior to purchase that the assets of the issuer are 
located in France and denominated in French francs 
and that, in the event of default by the issuer, that 
they would have to look to such assets for repayment 
in accordance with the terms of the instruments that 
they purchase. Mr. Leighton’s objection does no 
more than state the obvious consequences of 
default by any foreign issuer of securities issued in 
the United States or elsewhere, and does not have 
any impact upon the propriety of granting Applicant 
an exemption from the provisions of the Act. It 
seems likely that the agreement by Applicant to 
secure one of the three highest ratings by national 
ratings services prior to issuance of its commercial 
paper in a public offering in the United States, 
together with the fact that such paper can be 
expected to mature in a relatively short period of 
time after the rating is received, will mitigate any risk 
of default. 


Fifth, Mr. Leighton cites nothing to support his 
speculation that American investors in the 
commercial paper of Applicant or BNP could be 
adversely affected by refusal of the French 
government to honor its commitments on loans tied 
to the price of gold bullion. He does not indicate any 
plausible way that default by the French government 
on an unrelated loan obligation could impair, in any 
way, the ability of Applicant or BNP to honor 
commercial paper obligations. 


Sixth, the Commission has determined, as a matter 
within its discretionary authority, that it would be 
more appropriate to grant conditional relief to 
foreign commercial banks, such as the Applicant 
and BNP, exempting them from all provisions of the 
Act, pursuant to Section 6(c) of the Act rather than to 
act pursuant to Section 7(d) of the Act and issue a 
conditional or unconditional order permitting such 
companies to register under the Act and to make a 
public offering of their securities in the United 
States. 


Seventh, the ability of Applicant and BNP to offer 
paper that may yield a higher return to United States 
investors than OAS can offer provides no basis for 
determining that the order permitting such offerings 
is not in the public interest or consistent with the 
protection of investors, since Mr. Leighton’s letter 
does not remotely establish any connection between 
the issuance of commercial paper by BNP or the 
Applicant and injury to OAS or any other person. 
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Eighth, all applicable notice requirements were met 
with regard to this application. There is no statutory 
or other requirement that federal bank regulatory 
agencies be given sixty days’ personal notice of 
applications under the Act. 


On the basis of the foregoing, Mr. Leighton has raised 
no issue of fact, law or policy that would warrant the 
ordering of a hearing on this application. Therefore, 
it appears that a hearing is not necessary or 
appropriate in the public interest or for the 
protection of investors. Accordingly, 


IT IS ORDERED that the request for a hearing is 
denied.’ 


The matter has been considered, and it is found that 
the granting of the exemption requested pursuant to 
Section 6(c) of the Act is appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption from all 
provisions of the Act be, and hereby is, granted, 
effective forthwith, subject to the express condition, 
with regard to both presently proposed and future 
offerings of Applicant’s debt securities in the United 


States, that Applicant comply with its undertakings 
that it will ensure that each dealer in the securities 
issued by Applicant and guaranteed by BNP will 
provide each offeree thereof with a disclosure 
memorandum at least as comprehensive as those 





2Mr. Leighton does not allege that he or OAS has an 
ownership or other direct interest in the Applicant, 
and he has failed to demonstrate that either OAS or 
any other investment adviser registered with the 
Commission is likely to be perceptibly harmed by the 
granting of the instant application, or that their 
interest, if any, is of the type meant to be protected 
by the Act. While it is apparent that neither Mr. 
Leighton nor OAS has any real basis for contending 
that either one of them is an interested person within 
the meaning of Section 40(a) of the Act and Rule 0- 
5(c) under the Act, we do not deem it necessary to 
make a formal determination with respect to the 
status of Mr. Leighton or OAS inasmuch as we have 
determined that the assertions made and the issues 
raised in connection with this application do not 
warrant a hearing on this matter. 
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customarily used in offerings of commercial paper 
in the United States or, in the case of other debt 
securities, disclosure documents that will be no less 
comprehensive than is customary for United States 
offerings of similar debt securities and that such 
memoranda (1) will describe the business of BNP 
and Applicant, (2) will contain BNP’s most recent 
publicly available financial statements, audited in 
accordance with French auditing practices, (3) will 
include a paragraph highlighting the material 
differences between French accounting standards 
applicable to French banks and generally accepted 
accounting principles employed by United States 
banks, and (4) will be updated as promptly as 
practicable to reflect material adverse changes in 
BNP’s financial status. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 9174/September 5, 1980 


SEC v. FREDERICK L. ROSS, ET AL. (S.D. Oh.) Civil 
No. C-2-80-609 


William D. Goldsberry, Administrator of the Chicago 
Regional Office, announced that on August 22, 
1980, the Honorable John D. Holschuh, United 
States District Judge for the Southern District of 
Ohio, Eastern Division entered a Final Judgment and 
Order Granting a Permanent Injunction Against 
James R. Neeb (Neeb). The Order enjoins him from 
future violations of the registration and antifraud 
provisions of the Federal securities laws. Neeb 
consented to the entry of this Order without 
admitting or denying the allegations in the 
Commission’s Complaint. 


The Complaint, filed on July 17, 1980, alleged that 
Neeb and others had violated the Federal securities 
laws while offering and selling limited partnerships 
interests in oil and gas programs. According to the 
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Complaint, the defendants misrepresented material 
facts and omitted to state material facts concerning, 
among other things, the use of the proceeds derived 
from the sale of the interests; the anticipated return 
on investment and the time period when those 
returns would be received; the value of lands under 
lease; the financial condition of the companies; the 
lack of access to company records; and the profits 
received by Frederick L. Ross. 


(For further information, see Litigation Release No. 
9138.) 





Litigation Release No. 9175/September 5, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
STARRETT HOUSING CORPORATION United States 
District Court for the District of Columbia, Civil 
Action No. 80-2269 


The Commission announced today that it filed a civil 
injunctive action in the United States District Court 
for the District of Columbia against Starrett Housing 
Corporation (“Starrett”) with offices at 909 Third 
Avenue, New York, New York 10022. The 
Commission’s Complaint alleges violations of the 
reporting provisions of the federal securities laws 
and seeks a Judgment of Permanent Injunction and 
Other Relief. 


The Complaint alleges that Starrett as part of a 
continuing course of violative conduct, has failed to 
file its Annual Report on Form 10-K for its fiscal year 
ended December 31, 1979, required to have been 
filed with the Commission by March 30, 1980 and its 
Quarterly Reports on Form 10-Q for its fiscal quarters 
ended March 31, 1980 and June 30, 1980, required 
to have been filed by March 15, 1980 and August 14, 
1980, respectively. 


The Complaint requests that the Court order Starrett 
to file forthwith, with the Commission, its delinquent 
Annual and Quarterly Reports on Forms 10-K and 
10-Q. In addition, the Commission requests that the 
Court enjoin Starrett from further violations of the 
reporting provisions of the federal securities laws. 
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Litigation Release No. 9176/September 8, 1980 


SEC v. HARRY T. McCLAIN (USDC W.D. of Texas, 
Civil Action File No. SA-78-CA-105) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange 
Commission, announced that on August 11, 1980 
the Honorable Fred Shannon of the United States 
District Court for the Western District of Texas (San 
Antonio Division) signed an Order Dismissing 
Complaint as to Harry T. McClain, formerly of 
Houston, Texas, without prejudice to Plaintiff's 
refiling a complaint at a later date. The Complaint in 
this matter was filed on March 18, 1976 and after 
diligent efforts service of the Summons and 
Complaint could not be effected on Mr. McClain. 


For further information see litigation release no.’s 
8360 and 8728. 





Litigation Release No. 9177/September 8, 1980 


SECURITIES INVESTOR PROTECTION CORPORA- 
TION v. YASIN JAFFER (N. D. Ill., 80 C 4399) 


William D. Goldsberry, Administrator of the Chicago 


Regional Office of the Securities Exchange 
Commission, announced that on August 18, 1980 
the Securities Investor Protection Corporation 
(SIPC) filed a Complaint and Application in the 
United States District Court for the Northern District 
of Illinois under the Securities Investor Protection 
Act of 1970 (SIPA) against Yasin Jaffer (Jaffer). SIPC 
alleged that Jaffer was in danger of failing to meet his 
obligations to those who may be his customers. SIPC 
requested that the Court issue a protective decree 
that Jaffer’s customers are in need of protection; and 
that SIPC be appointed trustee to liquidate Jaffer’s 
business as a broker-dealer. On August 26, 1980, 
the Securities and Exchange Commission 
(Commission) entered its appearance in the SIPC 
action against Jaffer. 


On January 9, 1980, the Commission had instituted 
public administrative proceedings, pursuant to the 
Securities Exchange Act of 1934 (Exchange Act), 
against Jaffer, a registered broker-dealer located in 
Chicago, Illinois. The Order which instituted the 
administrative proceedings alleged that Jaffer 
wiifully violated the antifraud provisions of the 
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securities laws in that he made misrepresentations 
and omitted to state material facts to customers, 
converted customer funds, and forged checks; that 
he wilfully violated the recordkeeping and reporting 
requirements of the Exchange Act; and that he failed 
to send confirmations of securities transactions to 
customers. Jaffer failed to answer the Commis- 
sion’s Order. Jaffer’s registration as a broker-dealer 
was revoked on February 21, 1980, and he was 
barred from associating with any broker or dealer. 


On August 28, 1980, without admitting or denying 
the allegations in the SIPC Complaint and 
Application, Jaffer consented to an Order appointing 
a trustee for the liquidation of his business. An Order 
was entered on August 28, 1980 by the Honorable 
Nicholas J. Bua of the Northern District of Illinois 
that the securities customers of Jaffer are in need of 
the protection afforded by SIPA; and appointed SIPC 
as trustee for the liquidation of Jaffer’s business. 
Judge Bua removed the liquidation proceeding to 
the Bankruptcy Court of the Northern District of 
Illinots. 
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Litigation Release No. 9178/September 8, 1980 


SEC v. HARRY T. McCLAIN, ET AL (USDC. Western 
District of Texas Civil Action No. SA 78-CA-105) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange 
Commission, announced that on August 27, 1980, 
the Honorable Fred Shannon, United States District 
Judge for the Western District of Texas, San Antonio 
Division, signed a Default Judgment against William 
C. Simpson of San Antonio, Texas. The defendant 
was permanently enjoined from violating the 
antifraud provisions of the federal securities laws in 
connection with the offer for sale, sale, or offer to 
purchase or purchase of fractional undivided 
interests in oil, gas or other mineral rights, or any 
other security whatsoever. 


The Complaint in this matter was filed on March 23, 
1978 and defendant Simpson was served with a 
summons and complaint on March 24, 1978. 
Simpson failed to file an answer by August 14, 1980 
after he was ordered to do so by the court. 


For further information see Litigation Releases 8360 
and 8728. 
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